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THE OUTLOOK — 


Effect of Coming Loan—R.R. Earnings under Federal Control-— 
Falling Margin of Industrial Profits—Fixed Prices 
and Taxation—Market Prospect 











INCE February | the stock market as a whole has remained nearly stationary, 
except for minor changes. A few individual issues have risen or fallen sharply, 
but the general level has remained about the same. The rally which resulted 
from the good effects of the railroad bill and the war finance corporation bill 

appears to have run its course and the market has been awaiting further developments. 

The bond market also has been sailing on an even keel, except for a slow decline 
of about two points in the highest grade railroad bonds—which represents a loss of 
about half the advance in bonds of that class which took place between mid-December 
and the beginning of February. 


Effect of Next Government Loan 
HE campaign for the next bond issue, which will apparently carry a rate of 442%, 
a8 begins April 6, and will naturally have some adverse effect on the security 


markets. Short term notes of unquestioned safety, issued by leading companies, 

are now being offered on a basis of 712% to 8%, illustrating the extreme 
scarcity of new investment capital. That the markets are so little affected by this condition 
is due to the supporting hand of the Government, by means of the railroad and war 
finance measures. 

The money market is now close to a 6% basis for all classes of loans and no early 
change is to be expected. There is no reason for lowet rates, and the Federal Reserve 
Board, aided by the Treasury, can easily prevent higher rates and will do so. 

Under these conditions some New York banks could afford to pay more than the 
customary 2% on the deposits of interior banks, and in a few instances have offered an 
advance. Most bankers, however, believe this competition for country bank deposits to be 
against public policy and the Clearing House will take action to secure uniformity in the 
rate offered. 

There will be some liquidation of securities to provide funds with which to buy 
Government bonds, but it is believed that the markets will stand up under such offerings 
better than heretofore for two reasons: First, because prices of investment issues are 
already low, and second, because the Government is now indirectly placing its credit re- 
sources behind the market. 





Federal Control of Railroads 

AKING a list of 46 principal railroad stocks, earnings under Federal control 
(before deduction of war taxes) average 8.40% against actual earnings in 
; 1917 of 8.85%. The bill makes these earnings subject to adjustment at the 
discretion of the President and undoubtedly this discretion will be exercised in 
the case of some roads where expenditures for improvements were very heavy during the 

three-year period taken as a basis—as for example Missouri Pacific, where earnings under 
Federal control would be only 1% against 8.6% earned in 1917. It is likely therefore 
(831) 
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that the new arrangement will give thé roads neatly as good eatnings as in 1917, except 
for the deduction of war taxés, which in most cases will be ftom 1% to 2% onthe stocks. 
This relief was on goed needed, as is shown by January results now coming in. 

Pp 


For some of the principal systems liberal net earnings in January, 1917, were turned into 
big deficits for January, 1918. January was, of course, an exceptionally bad month; but 
in view of the steady rise in expenses the only way for the Government to avoid having to 
make up deficits from time to time will be by a general advance in rates. 

Government operation has not yet shown any noticeable improvement over what the 
roads might reasonably have been expected to do if they had been left to themselves, but 
it is likely that some advantage will be reaped as the new machinéry gets to working more 
smoothly. The impracticable “priority orders” have given place to embargoes on the 
acceptance of non-essential freight, and the discontinuance of all unnecessary passenger 
service. 

Under these conditions there is no reason fot any decline in railroad stocks except 
as they may be somewhat influenced by the scarcity of capital. On the other hand, 
advances have already been sufficient to discount, in most cases, the improved outlook for 
the roads. Relative stability is to be expected in this section of the market. 


Decreasing Margin of Industrial Profits 


HE year 1917 as a whole enabled industrial companies, on the average, to make as 
good profits as 1916, even after deduction of war taxes; but there was a 
marked difference between results for the first three-quarters of the year and 
in the last quarter. For 1918 the outlook is for a steadily narrowing margin 

of profit. This subject is more fully discussed in an article in this issue. 

The U. S. Steel Corporation’s incoming orders during February were at the rate 
of about one-half its capacity. When we remember that about 75% of those that were 
received were for Government business, an exceedingly small steel demand for other pur- 
poses is shown. Building construction is almost at a stafdstill and steel for miscellaneous 
uses is taken in very small quantities only. We are concentrating on war work. This is 
necessary, but it does not promise the maintenance of profits for the companies. 





Fixed Prices and Taxation 


IXED prices for their products while other prices are gradually rising create a 
situation for leading industrial companies similar to that under which the rail- 
roads have long been laboring. The Government's policy is to limit war 
profits so far as that can be done without interfering with production—in fact, 

in certain cases it is a question whether this line has not been even over-stepped somewhat. 

Fixed prices, therefore, will not be raised enough to permit the maintenance of the 1917 

scale of profits. 

In the meantime, there is much agitation for heavier taxes on war profits, on the 
theory that no one should be permitted to make a profit out of the war. Certainly no one 
has a right to make any abnormal profit out of the war. But the whole question is one of 
expediency. The vital necessity is to keep production at the high water mark. In that 
we have not so far been especially successful. 


The Market Prospect ; 


RICES of bonds, and good preferred stocks may drag somewhat lower, but a good 
deal of resistance should be encountered to any further decline. High grade 
railroad common stocks are apparently being absorbed and may improve some- 
what. And a definite peace prospect, although far more remote than a few weeks 

ago, would bring a quick improvement in this section of the market. Industrial common 
stocks, which now comprise practically the whole of the speculative market, are not likely 
to advance much from this level and we expect them to decline. War profits are shrinking, 
and although peace might act as a brief stimulant to speculative enthusiasm, its ultimate 
result would be a further and perhaps more rapid fall in earnings. We see nothing at 
this time, therefore, to warrant bullishness in this class of securities. 

March I1, 1918 
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Our Point of View 


On Vital Factors in Finance and Business 





41/2 % rate, or other attractive features 
to equal that rate, seems unavoid- 
able for the next Liberty Loan. 


Secretary McAdoo announces that 
the campaign will begin April 6. 

In the mean time the Liberty second 4s 
are selling at about 9614. They are con- 
vertible into the next loan. If that bears a 
42% rate, and if the second 4s are re- 
deemed by 1927, the current price means 
a yield of almost 5% on the investment, 
which is entirely tax-free in amounts up to 
$5,000 par value. Even if the second 4s 
are not redeemed until maturity in 1942, the 
yield on the above basis would be about 
45%4% tax-free. 

At present prices, therefore, the second 
4s represent a splendid opportunity for the 
small investor. 


i 
The Savings What will a 442% 
Banks and Government loan do to the 
the Loan savings banks? Most of 


them pay 4%, and even 
that small income is subject to the normal in- 
come tax. Some pay only 344%. Will 
there be heavy withdrawals by depositors for 
transfer into the next loan? 

Not so heavy as might be thought at first 
glance. Savings bank depositors as a rule 
are not of the bond-buying class. Also, 
those who bought the previous Government 
bond issues now see a paper loss of three or 
four points on their investment, which is dis- 
couraging to further withdrawals. It is to be 
remembered, also, that in England, after far 
heavier war loans in proportion to wealth, 
savings bank deposits are now larger than be- 


fore the war began. 
* 8 & 


Interest Nevertheless, the higher 
Rates Almost rate will doubtless result in 
Prohibitive some increase in withdraw- 


als from the banks, As is 
well understood, savings banks invest most 
of their depositors’ money in bonds. Will 
they be compelled to throw some of these 
bonds on the market because of loss of de- 
posits > 
That would be an undesirable situation be- 
cause of the low prices of bonds at the present 
time. The banks would have to take a loss, 
and the bond niarket would be further de- 
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pressed. The general demand for bonds, 
while it has shown some improvement in the 
last two months, is still relatively small. The 
supply of investment capital is limited. That 
is plainly shown by the fact that Procter & 
Gamble new 5-year notes are being offered 
to yield 734% and Louisville Gas & Electric 
2'4-year notes to yield 8%. There is noth- 
ing the matter with such issues as these. The 
high rate is due to the scarcity of new invest- 


ment capital. 
* 8 #& 


Uncle Sam It is perfectly clear that 
Will Protect the Government should 
Savings take steps to prevent the 


savings banks from being 
compelled to sell their bonds on an unfavor- 
able market. That is one of the objects to 
be attained by the War Finance Corporation. 
The bill to establish that corporation has 
passed the Senate with little modification and 
permits advances to savings banks whenever 
they are deemed “necessary or contributory to 
the prosecution of the war or important to the 
public interest." It is not likely that the 
House will narrow the scope of this provision. 
Several states are taking action in a similar 
direction. Savings banks have not become 
members of the Federal Reserve system be- 
cause they have little or no liquid or redis- 
countable paper. California, Connecticut 
and Michigan have passed Jaws encouraging 
investments of this character and a similar 
bill is under consideration at Albany. Paul 
Warburg, of the Federal Reserve Board, 
urges the enactment of further state laws to 
safeguard the savings banks, especially during 
the war but also with a view to the more 
distant future. 
eee 


Coal Cars In spite of favorable 
Belong to the weather the weakest wheel 
Leisure Class in our war machine is the 

transportation wheel. And 
the worst pinch which results from that weak- 
ness is the fuel pinch. 

The railroads have over 900,000 coal 
cars, with a total carrying capacity of about 
45,000,000 tons if they were all loaded at 
once. The average length of haul for coal 
is less than 300 miles. 

If each car moves an average of 50 miles 
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a day, it spends 6 days going and 6 days 
coming back to the mine. Allowing 2 days 
for loading and 2 days for unloading, this 
would mean 16 days for each car load of 
coal. 

Allowing for a certain number of cars in 
repair shops or disabled, the roads ought still 
to be able to move to market over 2,500,000 
tons a day. Estimated total requirements for 
1918 are 630,000,000 tons, which compares 
with about 540,000,000 tons used in 1917. 
This requirement figures out 2,100,000 tons 
a day, allowing only 300 working days to 
the year. 

The trouble, therefore, is not in lack of 
coal cars. It is in lack of new locomotives; 
the breaking down of old ones; shortage and 
ineficiency of labor; and bad management 
of trafic. All those troubles are still with 
us. It is. useless to imagine that the mere 
transfer of operating control to the Govern- 
ment will cure them. Nothing but hard 
work, careful planning and willing cooper- 
ation all around will avert further coal 
famine. 


ae be 
Why Nota That is the suggestion 
Liberty made by The Black 
Locomotive? Diamond. We havea 


Liberty Motor for aero- 
planes—why not a Liberty Locomotive for 
the railroads, standardized so that all parts 
are interchangeable and can be built wherever 
facilities can be found or created? 

The almost frenzied effort for transporta- 
tion economy—attainable only through bigger 
train loads—in recent years has resulted in 
bigger and bigger locomotives, which were 
necessarily slower and slower. These enor- 
mous freight engines rarely exceed a speed 
of ten miles an hour. Now that we need to 
speed up transportation, even at a slightly 
higher cost, they are unwieldy for the purpose. 

Would a medium size, standardized 
Liberty Locomotive solve the problem? 

Probably not, so far as immediate re- 
quirements are concerned. Building a loco- 
motive is a slow job and all the plants capable 
of doing it are already working at full 
capacity. There would be delay in chang- 
ing established models. What might be done, 
it would seem, would be to select the most 
practical type of the locomotives now being 
built and endeavor to enlarge its production 
by standardization. 


Like the 
Germans, 
or For Them? 


But transportation is not 
the whole difficulty in the 
coal shortage. In 1914 
we had over 180,000 ar 
thracite mine workers. At the beginning 
1918 we had 153,534—in spite of 
natural increase in consumption of coal d 
the four years. 

There were two wage increases in 
industry last year, and wages are now tx 
the highest ever paid. Moreover, every 
worker can have full time work if he will do 
it, while before 1917 the average time the 
breakers ran was about 220 days a year. 

So we get back to the same stumbling- 
block which, although not fully recognized, 
is at the bottom of all our production troubles. 
Every soldier sent to France means a worker 
withdrawn from production. His place can- 
not be immediately filled. 

There is only one answer. Those who 
stay at home must work harder and every 
idler must get on the job. We must pattern 
after the Germans in this. We must work 
like them or we shall soon be working for 
them. 


* 8 *# 
All Right, A move in the right 
We Can direction is the curtailment 
Still Walk of production of passenger 


automobiles by 30%, with 
probability of a further cut to a 50% basis. 
At present the factories have on hand much 
of the materials needed, and many of the 
completed cars are driven away under their 
own power, so that the current output is not 
seriously burdening the railroads. As material 
on hand is worked up, it is expected that the 
Government’s war orders will increase, to 
which the companies will gradually transfer 
their facilities. So far the industry has taken 
Government war orders amounting to about 
three-quarters of a billion dollars. ‘*‘Pleasure 
driving” has long since disappeared in Europe. 
It may have to go in this country also. 

Passenger service on the railroads also, 
long since reduced in the East, is now being 
cut down in the West. It is all a part of 
that economy in luxuries which is so essential 
to the winning of the war. 

We should have done it long ago. Our 
sluggishness in these matters has been inex- 
cusable. Apparently we have still to learn 
that war is—war. 
































Trend of Industrial Earnings and 


Dividends 


Higher or Lower?—1917 Earnings Are Misleading — What 


the Steel Barometer Indicates 








By BENJAMIN R. STEELE 





N the present situation we have 
the striking anomaly of what 
almost might be termed panic 
low-levels in the prices of in- 

dustrial securities coupled with record 
earnings. The prima facie conclusion is 
that either earnings are too high or prices 
too: low. The graph which accompanies 
this article shows that the sixteen companies 
which have made their statement for 1917 
up to the time this article was written have 
shown average earnings per share consid- 
erably larger than for 1916 which was the 
previous high record year. In a number 
of cases, however, these companies reported 
for fiscal years ending several months be- 
fore December 31, 1917. The average of 
the high and low prices for their common 
stocks, i. e., the “mean” for 1917, was some- 
what below that of five years ago. After all 
allowance for disturbed conditions, pressure 
of Government bonds and general world- 
wide demand for capital, it would seem that 
the present prices of industrial securities 
are not predicated upon industrial earnings 
as we now know them. It is necessary to go 
deeper to find the true reason for the de- 
cline, 





Record 1917 Earnings 
The present market position is a striking 


confirmation that market quotations as a 


general rule mirror the future rather than 
the past. The high market prices made in 
1916 were a discounting of earnings for 
1917. Following that same line of thought 
it would appear, if our market barometer 
holds, that the future is going to bring a 
very substantial contraction in industrial 
earnings and as an inevitable corollary, 
contraction in dividends, at least by those 
companies which jacked dividends up on 
the basis of boom-time earnings. Fortu- 
nately the number of such is not great for 
on the whole those who have directed cor- 
poration affairs have shown a most praise- 
worthy conservatism in the matter of divi- 
dends disbursements. 


The question then is: will industrial earn- 
ings during the current year equal the re- 
sults for 1917 or even approximate those 
shown in 1916? The writer is of the opin- 
ion that they will not. In this connection 
the statement made recently by Charles M. 
Schwab, chairman of the Board of the Beth- 
lehem Steel Corporation, is significant. 
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Speaking at a banquet last month in Bethle- 
hem, Pa., the heart of the great Bethlehem 
steel works, Mr. Schwab said: 

“Profits are going to be cut down. 
Bethlehem Steel made profits of only 9 
per cent on business done last year. 
That will be cut to 5 or 5% per cent 
this year. Between the steel company 
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and myself we will pay the Govern- 

ment over $25,000,000 this year and 

I am proud of the steel company for 

what it can do for the country.” 

Mr. Schwab’s speech refers, of course, to 
the percentages on the gross business but if 
those are to be nearly cut in two it follows 
that there will be a substantial corre- 
sponding decrease in net earnings available 
for dividends. In the same speech Mr. 
Schwab said: 

“Eighty per cent of the cost (of the 
war) is going to be paid from incomes 
and surplus profits. The rich will be 
obliged and they are willing to bear 


ulation of 1917 earnings herewith, show 
declines from the 1916 showings, the ma- 
jority of them made a high earnings’ record 
last year. The year 1917 is likely to mark 
the high-tide of industrial earnings in this 
country for many years to come for it seems 
almost inconceivable that the present era 
will see another concurrence of the tremen- 
dous events which brought about the unex- 
ampled prosperity in this country. Nothing 
short of a great war such as we are now in 
could produce such results. 

The feasons why industrial earnings seem 
on the ebb rather than the flood are not far 
to seek. Within the last year our entire 








SIX YEARS’ EARNINGS OF SIXTEEN 


INDUSTRIAL COMPANIES WHICH HAVE 


REPORTED FOR 1917 
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their share and more than their share 

to conduct this war to success.” 

The full statement for Bethlehem Steel, 
1917 year has not yet been made public, but 
the ten months ended October 31, 1917, 
showed net earnings of $43,524,804, as.com- 
pared with $61,717,309 for the same period 
in 1916, the 1917 net being figured after 
providing for taxes, including war income 
and war excess profits taxes, and expendi- 
tures for ordinary and extraordinary re- 
pairs, etc. Surplus for the ten months in 
1917 totaled $36,856,785 contrasted with 
$43,593,968 in 1916, but for the 1917 ten 
months’ period only $205,000 was charged 
for depreciation as against $14,350,786 in 
the 1916 corresponding ten months. When 
the entire year is reported the full amount 
for depreciation will be allotted. 


1917 Earnings 


While some of the companies in the tab- 


industrial system has gone through an up- 


heaval. The conditions existing early in 
1917 and whose effects permeated the whole 
year, are now totally different. This coun- 
try is at war and the two factors of price- 
fixing and present and future taxation pre- 


* clude any such profits as were possible be- 


fore we entered the conflict. The full effects 
of these two factors, while bearing some- 
what on last year’s earnings will not make 
themselves fully felt until this year. The 
U. S. Steel Corporation, for intsance, last 
year cleaned up practically all of its domes- 
tic orders on hand on the basis of con- 
tracts made before the era of fixed prices 
and is now fulfilling its domestic and Gov- 
ernment business on the fixed price sched- 
ule. Just how much less its margins of 
profits will be on the new basis as compared 
with the old cannot, of course, be accu- 
rately determined at this time, but it goes 
without saying that they will be consider- 











TREND OF INDUSTRIAL EARNINGS AND DIVIDENDS 


ably less. Furthermore industrial corpora- 
tions will have the problems of higher costs, 
materials, wages, etc., to meet in the current 
year. 
Earnings Trend as as Indieated by 
U. &: Steel 


There is no better industrial barometer 
than U. S. Steel. The fundamental na- 
ture of its business, the vastness of its opera- 
tions and their nation-wide scope are indi- 
cative of the rise or decline of the country’s 
industrial tide. The fact that the corpora- 
tion reports its unfilled tonnages monthly 
and its earnings quarterly makes it possible 
to obtain timely readings of this barometer. 
It is interesting, therefore, to learn what 
it indicates for the immediate future. 

In our February 16. issue a writer made 
a brief analysis of the earnings of the U. S. 
Steel Corporation and in connection there- 
with published a graph showing the trend of 
net earnings for-the last three years. The 
graph showed that the peak of monthly 
earnings was made in March, 1917, since 
which time earnings have declined very 
rapidly with only two slight recoveries, until 
at the end of 1917 they were lower than at 
the beginning of 1916. According to the 
best judges the first quarter of the current 
year will show further material declines. 

The steel indicator, therefore, points 
downward and there is no good reason to 
believe that this greatest of all industrials 
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will share that tendency alone. Hence the 
conclusion is inescapable that the prices of 
those securities which have adjusted them- 
selves to the tremendous earnings shown in 
1916 and 1917 will, sooner or later have to 
readjust themselves to the more moderate 
profits which now seem in prospect. I have 
said little in this discussion about further 
war-taxation, but it must be obvious that 
the longer the war continues the greater 
that possibility becomes. 

In a recent article Mr. A. J. Hemphill, 
chairman of the Board of Directors of the 
Guaranty Trust Company, stated: 

“The total of expenditures to the 
close of the fiscal year ending June 30, 
1918, is estimated in the annual report 
of the Secretary, at the huge sum of 
$18,775,919,955. And the report dis- 
closes, that in addition to $3,666,- 
233,850 from Liberty Bonds already 
authorized, but yet to be issued; $663,- 
200,000 expected from war savings 
certificates, and about $3,000,000,000 
from war taxes, Congress will be com- 
pelled to devise means for collecting 
$5,640,000,000 before July 1.” 

It hardly seems. likely, or proper for that 
matter, that a corporation which under the 
present conditions and taxes can earn say 
$30 or $40 per share, will be permitted to 
retain such earnings in the face of the great 
national crisis and the Government’s needs 
for funds. 








™ 
HOW’S BUSINESS? 


—The Financier. 




















JOHN DAVISON ROCKEFELLER 


One of the most recent photographs of the richest man in the world, whose wealth is es 
timated at $1,200,000,000, and whose yearly income is placed at $60,000,000. Although Mr. 
Rockefeller will be 79 next July he is in the fullest possession of all his faculties, and gets a 
great deal of quiet enjoyment out of life. 
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John D. Rockefeller At Close Range 


When the Standard Oil King Nearly Became Angry—John 
D. Under Fire—What Will Posterity’s Verdict Be? 





By BARNARD POWERS 





CRATCH a millionaire and you 

finda man. The difference between 

a millionaire and a multi-million- 

aire is merely one of decimal 

points. Sometimes the scratch reveals a 

finer metal’ beneath the gold, sometimes a 

baser one. No one can isolate or classify 
the genus “millionaire americanus.” 

There is no millionaire “type.” 

Every great man of affairs is sui generis. 
If he wears a square-topped hat like the 
late J. P. Morgan or a silk tile such as 
Daniel Guggenheim often affects, it is be- 
cause he prefers that sort of cover. The 
blue, dotted bats-wing cravat of John D. 
Archbold or the showy carnation which 
Thomas Lawson displays in most of his 
photographs, are but matters of personal 
predilection. John D. Rockefeller, Jr., is 
never happier than when handling the rib- 
bons over his well-matched pair of bays, 
while Theodore P. Shonts finds rest and 
mental stimulation in the steady hum of 
the swift turning motor. Your millionaire 
may be tall and quiet, but he is equally 
likely to be short and strenuous. He is 
soft-spoken or thunderous of speech accord- 
ingly as nature has pitched his vocal chords 
and directed his propensities. In short, he 
is just what he happens to be and after 
you have penetrated the golden aura about 
him, you may find him a somewhat com- 
monplace person and perhaps rather tire- 
some. 

First Sight of “John D.” 

Hawthorne, when he first glimpsed Ni- 
agara Falls, confessed to a feeling of dis- 
appointment. He had pictured dizzy cliffs 
and mountains of falling foam, and the 
realization came far short of the expecta- 
tion. When I first saw John D. Rocke- 
feller, the elder, I had somewhat the same 
sort of feeling. He was walking on Fifth 


Avenue of a Sunday morning, and the time 
was when the public feeling against the 
Standard Oil has been Tarbellized and 
Lawsonized into almost a fever-heat. Could 
that thin, tired-seeming man, clad in an 
overcoat which was at least in its second 
or third season, who walked with a slight 
stoop and whose attitude towards those 
with whom he came into contact could be 
described by no other word than that of 
“deferential,” be the colossus of oildom of 
whom I had heard so many bitter tales? 

Without wishing to appear as an apol- 
ogist of Standard Oil or in any way en- 
deavoring to discredit the truth about the 
early days in the oil business, when it was 
a case of “each for himself and the devil 
take the hindmost,” I can say that most of 
the wild rumors current a decade ago are 
now regarded by the world at large as 
fanciful exaggerations. 


Why Rockefeller Succeeded 


The purpose of these articles is not bio- 
graphical. How “John D.” made his first 
money raising a brood of turkeys, how he 
invested the profits at 7%, how he got a 
job at $25 a month, how he went into the 
commission business and later into the oil 
business and at length had commenced to 
lay the foundation, block by block, of that 
marvelous industrial structure known as 
“Standard Oil,” is an oft-told tale. My 
purpose is to give a clear and true picture 
of the real man. 

Mr. Rockefeller once told me in the sim- 
plest language one of the greatest reasons 
for his success. He was speaking of the 
early days of the business, its difficulties 
and hazards and how some had fallen 
while others had succeeded. 

“In those days,” he remarked, “we lived 
in constant terror of the fire-bell. We 
never knew”—note the editorial “we” in 
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contrast to the Rooseveltian “‘I’”—‘“but that 
we might wake up some morning and find 
the work of a lifetime swept away. We 
succeeded, where many others failed, I 
think, because we were oil men in the 
morning, oil men at noon and oil men in the 
night.” Observe the phraseology and the 
philosophy. Not oil men from Monday 
morning until Saturday noon or 9 a. m. to 
5 p. m., but oil men all the round of the 
clock. 

In writing of men who have achieved 
success it is customary to indulge in far- 
flung adjectives. They are described as 
“tireless,” “far-sighted,” “indomitable,” 
etc., etc., ad mauseam. William H. Porter, 
of the firm of J. P. Morgan, once wrote 
to a journalistic 


master of Standard Oil at close range and 
under unusual circumstances. For five 
days in 1908 he was star witness in the 
Government dissolution suit, whose hear- 
ings at that time were being held in the 
Custom House at the foot of Broadway in 
New York City, and I sat where I could 
see the twitch of every muscle in the oil 
king’s features. 


A Baffling Personality 


My ideas at the end of that time were 
so confused that I was not sure whether | 
had been observing one or a dozen per- 
sons. Never have I come in contact with 
a personality more interesting .or more 
baffling. Infinite weariness was the first 
impression I got, 





tyro: “I have just 
finished reading 
your article on ‘Wil- 
liam H. Porter, the 
Man Who Never 
Tires.’ I must say 
it made me very 
tired.” 

Mr. Rockefeller 
does not claim omni- 
science or prescience. 
He believed in the 
oil business with an 
intensity that was 
fanatic, but I doubt, 
in fact, I know that 
he had no concep- 
tion forty years ago 
of what proportions 
that industry would 
eventually assume. 
Speaking of the 
early days when the 
petroleum industry 
was wobbling badly, 
Mr. Rockefeller said 





(Left to right)—H. C. Folger, President Stand- 
ard Oil Co. of New York; Moritz Rosenthal, of 
counsel; John D. Rockefeller, and the author. 


the weariness of a 
worn, old man, tired 
of the world through 
knowing it too well, 
and, perhaps, tired 
of the weight and 


burden of money 
and power. But 
when Mr. Rocke- 


feller would explode 
one of his little 
jokes and the house 
responded with a 
laugh, he was the 
one most delighted 
of those present. 
“Do you expect 
to be criminally 
prosecuted,” wrote a 
reporter who lacked 
the nerve to put 
such a question into 
words. Mr. Rocke- 
feller took the slip, 
slowly drew his 
spectacles from his 
pockets, adjusted 





to the writer: 

“At that time some of my associates had 
an opportunity to dispose of a part of their 
holdings in the poor old Standard.” (The 
oil king delights to facetiously refer to the 
“poor old” Standard.) They did not have 
the same degree of faith in the oil industry 
as I did. Since then I have reason to be- 
lieve,”—=his face was immobile but his 
eyes twinkled—“that they have had oc- 
casion to regret their lack of faith.” 

I once had an opportunity to study the 


them carefully, and read. Then he beckoned 
to his questioner. As the latter came for- 
ward Mr. Rockefeller leaned over until 
his lips were level with his questioner’s 
ear and said in a stentorian whisper: 

“I haven’t the slightest idea.” 

As a shout of laughter greeted his words, 
the oil king hugged himself gleefully and 
his face fairly glowed with good humor. 

A second and a lasting impression that 
one got was that of a patience that is almost 
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superhuman, something lasting and im- 
movable, like the mountains. It is a 
patience born of a tolerance too deep and 
serene to be stirred by the world’s bitter 
criticisms or pleased by its servile flattery. 
John D. Rockefeller is fond of his fellow 
men and if he is unable to make them feel 
that in him, or if they are too narrow to 
perceive it, why then so much the worse for 
them. 

No man, except perhaps one, has been 
more reviled and excoriated than John D. 
Rockefeller. There is something epic in 
that spectacle a decade ago, when the criti- 
cism of Standard Oil was at its height, 
of the man who was the object of all that 
unbridled attack going steadily ahead plan- 
ning that greatest of all benevolent institu- 
tions, the Rockefeller Foundation. 


When Rockefeller Nearly Became Angry 


Once and only once in the five days 
when I watched Mr. Rockefeller at close 
range did his tormentors succeed in pierc- 
ing the armor of his patience and then only 
for a second. At other times he was the 
soul of courtesy and agreeableness. His 
attorneys were politeness itself, but he was 
more deferential than his paid employes. 
One of them breaks in on one of the Oil 
King’s answers: “Pardon, I interrupted,” 
he apologized. “That’s all right, thank 
you,” responded the oil man. Would Mr. 
Rockefeller like a recess from questioning ? 
Thank you, but he is ready to continue if 
the others wish to do so. Does the air 
from the open window annoy him? He 
does not mind, if no one else objects. 

The richest man in the world was the 
meekest man in the room. 

The time when Mr. Rockefeller mo- 
mentarily lost patience came near the end 
of his testimony and towards the close 
of a day marked by a terrific barrage 
of questioning by Frank B. Kellogg, 
known as the “trust buster.” Everyone 
in the court room was tired, but the 
oil man seemed to stand the strain as well 
as any. The only effects to be seen 
were a slight twitching of his eyelids and 
a faint flush to his cheeks. Mr. Rocke- 
feller was then 69 years old. He will be 
79 this July. 

The break came in a brief moment of re- 
cess when the newspaper men had crowded 


about the witness to ask questions. He 
answered them as best he could until some 
one hurled one that had to do with Wall 
Street transactions. Then John D. took 
fire: 

“They seem to think I spend all of my 
time in Wall Street”; as he spoke he gripped 
the arms of his chair and made as if to 
rise while the flush on his cheeks deepened 
a trifle, “but life is not all for the making 
of money. There are other things in the 
world. I have other work to do, greater 
and, more important work, work which 
takes all of my time. I feel that I, too, 
belong to the great brotherhood of man- 
kind.” 

It was an involuntary protest, the outcry 
of a hurt soul. 

“No, no, no, no, no,” he protested gently, 
sinking back into his chair as the reporters 
plied him for further details. Although 
they knew it not, the newspaper men were 
on the verge of a great story, the story of 
the Rockefeller gift of $100,000,000 to 
mankind which had treated him with in- 
justice. During the rest of the examina- 
tion Mr. Rockefeller never again gave a 
glimpse of his inner soul. During all 
those five severe days the manner in which 
the oil man met the attack of one of the 
cleverest and severest cross-examiners at the 
American Bar was a revelation. Questions 
similar to those which drove Thomas F. 
Ryan to stinging retorts and E. H. Harri- 
man to savage silence were answered with- 
out raising the voice. A slight physical 
restlessness was the only outward indica- 
tion of the strain under which he labored. 


The “Stingy” Mr. Rockefeller 


About every great event and every great 
man there grows up a folk-lore of fact and 
fable. Probably Mark Twain got credit 
for a thousand times the actual number of 
witticisms he was responsible for, and if 
General Grant had consumed all of the 
“red-eye” which was allotted to him by the 
loose-talking public, his life would have 
been an uninterrupted orgy. Among the 
Rockefeller legends is one to the effect that 
Mr. Rockefeller is parsimonious and it 
doubtless arises from the fact that one of 
the cardinal principles of the Standard Oil 
philosophy is that there shall be no waste 
whatsoever of effort or materials. John D. 
Rockefeller abhors waste and indiscrimin- 
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ate charity, which is a bad form of waste, 
as nature abhors a vacuum. But to call a 
man “stingy” .who gives away one hundred 
million dollars with one stroke of the pen 
is a self-evident contradiction. 


Rockefeller’s Greatest Achievement 


In the writer’s estimation, the greatest 
accomplishment of Mr. Rockefeller and the 
one of which little has been said, is his re- 
markable ability to group big men about 
him and keep them working in harmony 
for the common end. Mr. Rockefeller has 
himself said that he is a “slacker” as far 


as hard work is concerned and that after. 


he reached the age of fifty-two he devoted 
little attention to his business affairs. But 
although he may have spent much time in 
planting trees on his Cleveland estate or 
following a golf ball over his nine hole 
course on the Pocantico hills, his great 
organization with its ablest of lieutenants 
went steadily onwards. To get men of the 
stamp of Harkness, Flagler, Bedford, 
Archbold or Rogers, forceful, two-fisted 
men, wealthy in their own rights, imperi- 
ous and independent by nature, to pull to- 
gether without friction, is one of the great- 
est business achievements of which I can 
conceive. Harnessing lions is nothing in 
comparison. 
Posterity’s Verdict? 


What will be the verdict of posterity in 
reference to John Davison Rockefeller? 
Will it regard him merely as a modern 
Croesus or will the sum total of his good 
works overtop the glittering pile of dollars 
which he has reared, and which that able 
writer, Mr. B. C. Forbes, estimates at $1,- 
200,000,000 yielding $60,000,000 a year? I 
think it will be a mixed verdict. Perhaps, 
for one reason because the true sum of his 
charities will never be totaled. Not many 
miles from where I am sitting is a small 
church which has been kept alive for years 
through the oil man’s generosity. The one 
stipulation which he made in making those 
bequests was that the name of the donor 
should be kept secret. And a secret it still 
is to all but a very few. 

Great wealth exacts its penalties. To 





CES 


my mind, John D. Rockefeller is a lonely 
and somewhat pathetic figure—though I 
doubt if he would concur in that charac- 
terization. Human nature is such that the 
man of money is sure to be importuned 
and besought by sycophants. “How much 
of what he has can I get?” is the sub- 
conscious or perhaps conscious thought of 
every self-seeker with whom he comes in 
contact. Doubtless disillusionizing experi- 
ence has forced him to put up the bars of 
the soul. - 

One man whom I know, now a national 
financial figure, was a member of Mr. 
Rockefeller’s bible class some years ago. 
Although he got to know Mr. Rockefeller 
exceedingly well, he had made a hard and 
fast rule that under no circumstances would 
he ever speak of matters of outside busi- 
ness. One day Mr. Rockefeller stopped 
him and said: 

“George” (for we will call him George) 
“why is it you have never asked my advice 
or even spoken to me of your own business 
affairs ?” 

“Mr. Rockefeller,” replied the young 
man, for then he was young, “I wanted you 
to know that there was at least one man in 
this world who can find something to in- 
terest him here outside of material matters.” 

They have been life-long friends. 

Mr. Rockefeller is a democrat of demo- 
crats. But in this respect he does not dif- 
fer from most men who have done big 
things. Such men have no time for little 
things of life of which snobbery is one of 
the littlest. 

When Mr. Rockefeller had finished his 
testimony at the Standard Oil hearings, he 
bade each one of the newspapermen an in- 
dividual farewell. 

“T want you to come and see me,” he said 
to them collectively, and, unless I am sadly 
mistaken, there was sincerity to his tones. 
“Mrs. Rockefeller and I are home almost 
any evening. We shall be very glad to 
see you.” 

Unfortunately, Mrs. Rockefeller is now 
no longer here, but I have always regarded 
that invitation as a genuine one. 

Perhaps, some day I shall accept it. 





















MONEY-BANKING--BUSINESS 












Effect of War Inflation on Business and 





Investments 


I.—What Is Meant by “Inflation”?—How Prices Are Af- 
fected—Present Conditions in Europe—Situation 
in America and Neutral Countries 





By G. C. SELDEN 





HE term inflation is being used in 

a number of different meanings 

in current discussion. In many 

cases those who use it seem to 

have only a very hazy idea of any of those 
meanings. 

The time-honored meaning of inflation, 
as used in finance and economics, has been 
the issue of paper money not exchangeable 
for specie, or the issue of an undue amount 
of money which could be so exchanged. 
This condition is illustrated in Russia 
where, as explained in an article elsewhere 
in this issue, there is now not much over 
3% of gold behind the reams on reams of 
paper “money” which have been and are 
still being printed. 

In a broader way the term is used to 
mean a condition where all kinds of money 
in circulation are increasing faster than 
the increase in the amount of business to 
be handled with that money—a dispropor- 
tionate increase in the circulating medium. 
This has been illustrated in this country 
since the war began. Between May, 1915, 
and December, 1917, money in circulation 
in the United States increased more than 
45%. There was a considerable increase 
in the volume of goods handled—measured, 
of course, in quantities, as tons, yards, 
bushels, barrels, etc., not in money—but 
the increase was much less than 45% when 
all kinds of business are taken into con- 
sideration. 

This condition represents one sort of in- 
flation. There was no inflation as regards 
the quality of our currency. We had 
plenty of gold behind it. But, in the early 
part of the period, we had more money than 
we needed. A great deal of it was piled 
uselessly in our bank vaults. The term 
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“gold inflation” was coined to express this 
condition. Later the great rise in prices 
“took up the slack” in our money supply 
until the point of normal balance was 
reached. 


Importance of Bank Deposits 


But there is another sort of currency 
which we constantly use to pay bills with 
—bank checks. For that purpose they 
take the place of money. In fact, more 
than 90% of payments (measured in dol- 
lars, not in numbers) are made by draw- 
ing checks. 

When gold piles up in the banks, they 
are naturally anxious to lend, since money 
earns nothing for them unless it is put to 
some use. They compete with one another 
in offering to lend, until they have reduced 
interest rates on loans to a very low level. 
That is why, early in 1916, the interest 
rate at New York was from 13%4 to 3%, 
according to the character of the loan. 
People can use money at 2 or 3% interest 
who could not use it profitably at 6 or 7%. 
So, of course, loans increase. 

Bank deposits rise with loans, because 
when a bank lends you money it simply 
credits you with the amount of the loan on 
the deposit side of its ledger. You check 
it out, but the check is soon deposited in 
some other bank. So there is a great in- 
crease in bank deposits, and a correspond- 
ing increase in the number of bank checks 
put into circulation. 

Here, then, is a third kind of inflation— 
that arising from an increase in bank de- 
posits and in bank checks greater than the 
increase im the quantity of goods to be 
handled. We have encouraged that kind of 
inflation by reducing the reserve require- 
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ments of cash to be kept behind our bank 
deposits. Where $1 of gold would carry 
about $5 of bank deposits in 1914 it will 
now carry $7 or $8; and by the free em- 
ployment of the “rediscounting” privilege 
$1 of gold would carry—temporarily—a 
great deal more still in the way of deposits 
and the circulating checks which invari- 
ably accompany them. 

The term inflation is correctly used in 
each of the above three meanings: (1) an 
increase in paper money; (2) a dispropor- 
tionate increase in any kind of money, and 
(3) a disproportionate increase in bank de- 
posits and loans. So when any one starts 
out to discuss inflation, it is essential for 
him to specify what he means by it, if he 
expects to be understood. 


in the quantities of goods which are being 
handled and moved. 


Inflation and High Prices 


Inflation is always accompanied by 
rising prices for commodities in general. 
I will not stop now to argue whether in- 
flation causes rising prices, or rising prices 
cause inflation, or whether something else 
causes both of them. It is a mooted point 
in economic theory, but has no great prac- 
tical application for the purposes of these 
articles. 

Also, all wars have always been accom- 
panied by inflation and by rising prices. 
Whether anything is gained by this is an- 
other disputed question. My own view is 
that, if anything is gained, it is “psycholo- 











INCREASED MONEY SUPPLY OF 





PRINCIPAL EUROPEAN NATIONS. 


(000 omitted) 


Gold and Silver Bank Notes 

July ,1914 Dec., 1917 July, 1914 Dec., 1917 

Bank of England ..........cccccccscscccece $185,567 $258,400 $184,566 $225,000 
= PD Sic cece civbct beehosngsoevee 919,968 7692,339 1,289,885 4,420,000 
Pe ek oe, a. sea cw ieee Set 863,371 690,241 841,174 (?)13,000,000 
“ PE cove cccesccceqecseccesecseces 236,633 176,899 417,352 1,230,000 
Germany ...ccccccccccesccccccccsccccccevcee 402,708 614,631 449,089 *4,550,000 
nev enc adeesnteenhetss 312,000 64,800 439,000 3,361,000 











Per Cent Inc. or Dec 
Per Cent Specie to Notes 


*Includes Dahrlehnskassen notes. 
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$2,497,310 
Dec. 14.5% 
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$3,621,066 $26,786,000 
Inc. 639% 


9.3% 


tNot including gold held abroad. 
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There is a fourth use of the word which 
is incorrect, or at any rate inaccurate. 
People sometimes speak of “an inflated con- 
dition of general business,” or something of 
that sort. By this they mean that business 
has increased so fast that an unsound con- 
dition is in danger of developing—over-ex- 
pansion, in other words. The danger they 
anticipate, as a rule, is not too much money 
or too many bank checks in circulation, but 
too little money. They fear that a specula- 
tive condition of general business may end 
in a sudden contraction of credit. Those 
who wish to impart any clear ideas about 
inflation will do well to avoid that far- 
fetched use of the word. 

The above explanation is unduly long, 
but absolutely necessary in order to clarify 
the subject. In these articles I use the 


word inflation to mean an increase in any 
kind of money, bank deposits and checks, 
which is out of proportion to the increase 





gical”—but, of course, psychology is a very 
important item in warfare. 

Everybody likes inflation—even those 
who believe it to be wrong in principle have 
a sort of sneaking fondness for it. This is 
because it is accompanied by rising prices. 
Most of us like to see things go up even 
if we haven’t any of them ourselves; and 
almost everybody does own something 
which is rising, or may rise, or which he 
hopes will rise. It is highly gratifying to 
see property which was worth $100 last 
month selling for $110 this month—even 
though the $110 won’t buy any more shoes, 
coats, bread, sausages, and so on, than the 
$100 would have bought last month. 

So the goggled professor, who preaches 
against inflation, gets an unwilling hear- 
ing. What most of us would really like, 
apparently, is a condition in which all 
prices would rise continuously and never 
come down again. And when they do come 
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down again, we charge it to anything and 
everything except the natural outworking 
of a previously inflated situation. 

Whether war inflation is necessary or 
not, and whatever the theoretical relation 
between inflation and rising prices, both of 
them are here and have to be reckoned 
with. The important question is, what are 
they going to do to us? How will they 
affect business conditions if the war con- 
tinues, and especially what is the result 
going to be when the war stops? 

I asked the president of one of the biggest 
banking institutions in Chicago to write 
for THE MAGAZINE OF WALL STREET on 
what the effect of inflation would be. His 


reply was, “I wish I knew. If you find 
out, tell me.” 
Nobody knows, of course. We see into 


the future as through a glass darkly at 
any time and present conditions are doubt- 
less more confusing than any others ever 
encountered. Nevertheless, the only way 
we ever get any light on future probabilities 
is by each fellow telling what little he 
knows about them—and a study of the his- 
tory of the stock market shows plainly that 
the composite judgment of investors 1s 
usually not far out of the way. 

Present Conditions 


Taking the world as a whole, what de- 
gree of inflation now exists? This is the 
first step toward forming any intelligent 
opinion as to the eventual result. 

It is necessary to consider the principal 
commercial nations of the world, in addi- 
tion to the United States, because in the 
matter of money supplies no country can 
stand alone under normal peace conditions, 
and even in war all those nations which 
are doing business together are subject to 
important reflexes from each other. 

The table herewith shows approximate 
conditions in each of the six leading com- 
mercial nations of Europe down to the end 
of 1917. The figures are only approximate 
in a number of cases, some representing 
conditions a month or two before the close 
of 1917, and in one instance—the outstand- 
ing Russian bank notes—only an estimate 
is possible. The figure here used is con- 
siderably above the last 1917 statement of 
the Russian Bank, but in view of the 
known extent to which the printing presses 
of Russia have been worked recently in 


“making money,” I believe it is not exces- 
sive. Some recent estimates are, in fact, 
far above that used here. In the figure for 
German bank notes I have included the 
Dahrlehnskassen notes, which seems to me 
the fair way to measure German conditions. 

It will be noted that of the belligerent 
nations only England and Germany have 
succeeded in increasing their holdings of 
the precious metals. In spite of their best 
efforts, the banks of the six nations as a 
whole have lost (mostly to neutrals and the 
United States) 144%4% of their gold and 
silver holdings since the war. France and 
Russia report some additional gold as “held 
abroad.” So far as I have observed no 
authentic statement has ever been made as 
to where this gold is or who holds it. It 
would not be surprising if some of it were 
included in the Bank of England’s gold. 

Taken as a whole, the situation is one 
that would have been regarded as preposter- 
ous before the war. With specie holdings 
smaller, more than sevén times as many 
bank notes are outstanding. Where the 
metal cover for outstanding notes was 80% 
before the war, it is now about 9%. 

In the United States and in neutral coun- 
tries, however, the situation is quite dif- 
ferent. Neutrals generally have increased 
their holdings of gold. In this country 
there is already some degree of inflation, 
as I am using the term, but it is not in the 
form of bank or Government paper. There 
has been some increase in outstanding 
paper money in the form of Federal Bank 
notes based on commercial paper, but the 
principal increase in our money has been 
in gold. Total money in circulation has, 
as I have already mentioned, increased 
about 45%. ; 

The other item of inflation, which re- 
mains to be considered, is in bank de- 
posits. In England, the only important 
belligerent except the United States which 
has avoided any large increase in outstand- 
ing bank notes, the Bank of England’s de- 
posits have tripled since the war. The de- 
posits of a score of the principal joint stock 
banks had increased 43% June 30, 1917, 
and there has, of course, been a further in- 
crease since then. (The British Treasury 
has about $5,000,000,000 short term bills 
outstanding, but these are not to be con- 
sidered an item of inflation in this sense 
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except as their influence appears in the in- 
crease in bank deposits already mentioned. ) 

The Bank of France’s “Other than Gov- 
ernment” deposits are about 234 times those 
before the war; the Bank of Russia about 
5 times; the Bank of Italy about 5 times. 
German bank deposits are roughly 4 times 
those before the war, and those of Japan 
3¥% times. And in the matter of bank de- 
posits similar conditions exist in all im- 
portant neutrals except Switzerland. 

In view of the change in our banking 
system in the United States and the incom- 
pleteness of our bank reports, which cover 
only a little more than half of our bank- 
ing resources, it is difficult to make an ac- 
curate comparison of bank deposits, but it 
is probably safe to say that they have in- 
creased more in proportion than the 45% 
increase in our money supply. 

Briefly, then, a very high degree of in- 
flation now exists on the continent of Eu- 


rope, a considerable degree in England, 
and some degree in the United States, and 
the rest of the world is necessarily sym- 
pathizing with the same general tendency. 
Inflation Will Continue 


So long as the war continues, inflation 
will continue and increase. It is little use 
to attempt to compile accurate figures on 
the subject now, for they will be out of 
date in another month. 

Where the process will stop no one can 
say. A senator has recently predicted that 
if the war continues it will be necessary to 
reduce the per cent of gold reserve pro- 
vided for in the Federal Bank law. It is 
to be hoped that he is wrong, but to be 
feared that, if the war lasts a long tifme, he 
will prove right. 

What is to be the result? No more im- 
portant or more difficult question now con- 
fronts the business man or the investor. 

(To be continued.) 














(C) Press Illustrating Service. 


Artistic French War Loan Poster brought from Paris by Dr. Finley, President of the Uni- 
versity of the State of New York. The inscription on the poster reads: “French Republic, 


Third Loan for National Defense.” 























Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





McAdoo Tells Why 
Liberty Bonds Declined 


Even an increase in the interest rate will 
not solve the problem of keeping the Liberty 
Loan bonds at par and stabilizing the mar- 
ket for them, Secretary McAdoo informed 
the House Ways and Means Committee, con- 
sidering the War Finance Corporation bill. 


He said that the depreciation in the bonds 
was due to many causes, small holders being 
forced to sell from necessity and disloyal 
persons selling the bonds in an attempt to hurt 
the government’s credit. He said the British 
system of setting aside 1% of the bond issues 
for retiring those offered at less than par 
had not been successful. The most effective 
remedy, he suggested, would be the power of 
the War Finance Corporation to buy and sell 
government securities in emergencies. 

“If the government should offer to buy all 
bonds offered, it makes the loan nothing more 
than a demand obligation,” the Secretary 
stated. “I have not felt that the government 
could afford to take any position like that. 
If we set aside $100,000,000 to buy back the 
bonds at par that would be an invitation for 
all holders to sell and the fund would soon be 
exhausted.” 


Lamont Defends 
Gov't Finance Bill 


Thomas W. Lamont, of J. P. Morgan & 
Co., discussed before the Bond Club at its 
regular monthly luncheon the War Finance 
Corporation bill, aiming to assure the deal- 
ers in securities and investment bankers 
present that the Government had no inten- 
tion of doing all the financing of the war 
period. 

“There has been a great deal of criticism 
of the War Finance Corporation bill,” said he, 
“but, on the whole, I believe that the measure 
is calculated to meet a situation which was 
very critical for the country. War industries 
required money on a large scale, and they had 
no way of getting it unless the Government 
came along in some such form as was pro- 
vided in the bill that was drawn up. Not a 
few men told me that the plan, if carried 
out, would enable the corporation to seize all 
the finances in sight, including the public 
utility and industrial financing. I had confi- 
dence that that point of view was wrong, be- 
cause I had talked with the people in Wash- 
ington a good deal about it. 

“I was much concerned about it to be sure 
I was right. No one need be afraid that he 
will be put out of business by this corpora- 
tion. Every one will have all the financing 
he can do, and regular customers will call 
upon you before going to the corporation.” 





The National City Bank, in its March 
Bulletin, comments again upon Secretary 
McAdoo’s bill for a $500,000,000 War 
Finance Corporation, and says it has had 
only commendation for that part of the bill 
which provides Government control of in- 
vestments and special facilities for financ- 
ing war work enterprises. 

It points out, however, that it has depre- 


cated the proposal to admit securities sold 
to raising more or less permanent capital as 








—N. Y. American. 
STICK UP FOR DEMOCRACY. 





the basis of loans and currency issues by the 
Federal Reserve Banks. The bank explains 
that it has criticised this feature of the bill 
because “we are sure there is no necessity 
for such action, and have misgivings that the 
grant of power will create strong pressure 
for its use, and tend to divert attention from 
the policy of general restraint upon private 
expenditures, which we believe to be the true 
one for this time.” 


The passage of the War Finance Cor- 
poration bill, authorizing the Government 
to advance credits to aid war industries, 
was urged by Senator Simmons in the 
Senate as a means of averting bankruptcy 
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to many such enterprises throughout the 


country. 

Senator Simmons, who is Chairman of the 
Finance Committee, explained that the bill had 
been devised to meet conditions in the finan- 
cial market that threatened to drive many in- 
dustries to the wall. The Government was 
unable, under the existing law, to extend re- 
discount facilities to banks handling securities 
of corporations, and this measure would give 
it that power. , ee 

“The primary reason why this legislation is 
necessary,” said Senator Simmons, “is that the 
Government, by floating its war bonds upon 
the market, has made it difficult for corpora- 
tions to sell their securities. There has been 
little market for them. The Government, of 
necessity, has had to raise stupendous amounts 
of money to conduct the war. Enormous 
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funds have been needed not only for its own 
uses but to help its allies. 

“The Government, as a result of its own 
financial operations, has preempted the secur- 
ity market to such a degree that to save the 
situation a way has been found to enable 
many corporations to keep up. The small 
buyer of securities has become timid. He 
won’t take corporation securities, for he has 
not felt safe in doing it.” 


Conscription of 
Incomes Possible 


Prediction that the government would 
resort to conscription of incomes if the mark 
set for subscriptions to the next Liberty 
Loan is not reached, was made by Repre- 
sentative Rainey, of Illinois, ranking mem- 





ber of the House Ways and Means Com- 
mittee. 


Mr. Rainey expressed the belief, however, 
that the next loan would be oversubscribed, 
although the original plan of floating $5,000,- 
000,000 of the bonds would probably be aban- 
doned. The failure of a war loan, he said, 
was unheard of, and while he had heard re- 
ports that the country was not ready for the 
marketing of another bond issue, he placed 
little credence in them. 

“The country never was in better financial 
condition,” he declared. “Passage of the Rail- 
way Bill and of the administration’s War 
Finance Corporation bill, will smooth the path 
for the next loan by keeping the prices of 
securities up. The trouble is that it is prac- 
tically the same class that subscribed to the 
first loan that took up the second. These 
people are carrying as many bonds as they 
can afford to hold.” 


Oil Problem 
One of Production 


Following a three days’ conference in 

New York City with representatives of the 
oil industry of the United States, Mark L. 
Requa, director of the Oil Division of the 
Federal Fuel Administration, stated that 
there was no shortage of petroleum for 
immediate needs. 
_ He said the chief problem at this time was 
increased production, since there was plenty 
of oil in this country to last during the period 
of the war, while, not less important, was the 
problem of “100 per cent transportation.” 

Mr. Requa made the positive statement that 
the Government did not contemplate at this 
time taking over the oil fields, since it was be- 
lieved that the best results could be obtained 
by continuing the present owners in charge of 
their properties. He intimated that there 
would be a general “pooling” of all facilities 
of the oil industry, including transportation 
by land and sea. In other words, Standard 
Oil cars and tankers, along with other appur- 
tenances, would be put to a common use, 
whether the products to be carried were those 
of the Rockefeller interests or those of in- 
dependents. 


Is Germany 
Solvent? 

The statement attributed to Count von 
Posadowsky-Wehner, former German Vice- 
Chancellor, in cable dispatches, that the 
German debt was now about 124,000,000,- 
000 marks (somewhat more than $30,000,- 
000,000 at the normal rate of exchange) 
aroused considerable surprise among finan- 
cial experts who recalled the statement 
made in January, 1917, to Oscar King 
Davis, special correspondent of the New 
York Times, by Rudolph Haverstein, 
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president of the Reichsbank, that Germany 
could not stand a debt of more than 100,- 
000,000,000 marks. Herr Haverstein fol- 
lowed this statement with a prompt “But 
Germany will never reach that point.” 


Germany’s debt before the war began was 
about 5,000,000,000 marks, and some German 
financiers looked upon this with a certain 
amount of apprehension as inconveniently 
large. At the time Mr. Davis wrote the funded 
war loans had reached 47,000,000,000 marks, 
and he estimated that various floating debts, 
the existence of which the German authorities 
had tried to conceal without a great deal of 
success, would reach some 25,000,000,000 more. 
But since then there have been heavy credits. 
The first seven German war loans covered 
73,000,000,000 marks, and on November 30 
Chancellor von Hertling asked the Reichstag 
for 15,000,000,000 more. 

But this sum was ‘already 20,000,000,000 
marks short of the credits voted, and at about 
that time Dr. Paul Michaelis, writing in the 
Berliner Tageblatt, said that “with the 15,000,- 
000,000 marks recently voted by the Reichstag 
the German war debt, has reached the im- 
mense sum of 109,000,000,000 marks.” This, 
apparently, did not include the 5,000,000,000 
of obligations piled up in time of peace. So 
at the present time a debt of 124,000,000,000 


marks is by no means surprising. 


“Inflation” the 
Cry of Alarmists 


The Guaranty Trust Company says in a 
special discussion of the country’s finan- 
cial position, that it should be encouraging 
to American bankers to know that our cre- 
dit structure is sound and that we need 
not be disturbed by the cry of inflation on 
the part of alarmists. 


“The term ‘credit inflation’ has been used in 
several senses,” the article says, “and at times 
synonymously with the expansion of credit 
based upon sound foundation. From the stand- 
point of our banking position, it would ap- 
pear that the test of inflation in the credit 
structure is the relation of cash holdings to 
deposits. While the large increase in the 
country’s gold holdings has been used as a 
basis for the development of our banking re- 
sources, it is clear that up to June, 1917, there 
had not been credit inflation because the banks 
had maintained approximately the same per- 
centage to deposits, and investments had in- 
creased about the same percentage as de- 
posits.” 

Figures were presented to show that cash 
holdings of approximately 27,000 banks were 
equal to 15.4 per cent of net deposits on June 
30, 1914, and 15.7 per cent on June 20, 1917, 
while from 1914 to 1917 deposits had increased 
44 per cent and investments 45 per cent in the 
same period, 





Outlook for 
Rails—J. S. Williams 


The following extracts are taken from a 
letter by John Skelton Williams, comptrol- 
ler of the currency and a former railroad 
executive, addressed to the Interstate Com- 
merce Commission outlining the history of 
the conditions which caused the decline in 
railroad credit and a serious shrinkage in 
the market prices of railroad securities 
during 1917. 


The year 1917 has been a period of unpre- 
cedented advances in the prices of products 
and commodities of all kinds accompanied by 
heavy declines in the market values of bonds 
and stocks generally, but especially of rail- 
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—St. Louis Post-Dispatch. 
“FOR THE WANT OF LABOR THE TONNAGE 
WAS LOST.” 





way securities. Some moderate advances in 
rates have been granted to railroads in some 
sections in the past 12 months, it is true, but 
the advances thus far allowed do not i 
to offset the enormous increases which have 
taken place in the prices of materials and in 
wages. 

The apprehension and fear that the railroads 
of the country may not be allowed to charge 
rates which will adequately offset the heavy 
increases in wages and in all materials which 
they use in operation, is in a large measure 
responsible for the shrinkage which has taken 
place in the railway security market in the 
past year. 

To the inability of the railroads during the 
past 10 years to charge rates commensurate 
with the increases which have taken place dur- 
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ing this period in wages and other operating 
costs is attributable a portion, but not the 
whole, of the enormous shrinkages in railroad 
values which have taken place in this longer 
period. 

Unless the roads are now enabled to secure 
substantial relief through an increase in rates, 
we will probably have a repetition of the ex- 
periences of 1892-7, when hundreds of railroad 
companies, operating about a third of the en- 
tire mileage of the country, including trunk 
lines and independent roads, were handed 
over, insolvent, to the management of receiv- 
ers. The ton-mile rate is now close to the 
minimum rate of that period, although the 
roads are now compelled to pay from 50 per 
cent to 150 per cent more for wages and 
salaries, and for every material and article 
used by them in their operations. The enor- 
mously increased carrying capacity of the roads 
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—N,. Y. Tribune. 
PULL YOUR CHAIR RIGHT UP TO THE TABLE, 
SONNY.— 





per car and per train, and efficient and scien- 
tific methods of management do not begin, as 
it is easy to demonstrate, to be sufficient to 
offset the big increases in wages, in taxes, 
and in the prices of materials which the rail- 
roads are now obliged to meet. 

If this is not done, I fear we may look for- 
ward to defaults in dividends and in interest, 
and to another era of railroad receiverships, 
with all the evils, destruction of credit and 


demoralization which that implies. If the re- 
lief required is granted, confidence in our 
railroad securities will be revived and a basis 
established for new financiering and for pro- 

ing with new development and — 


tion work which is now so greatly n 


The beneficent influence and effect of such 
action would be felt throughout our entire 
country. 


“Americans Are 
Thriftless”—S. W. Straus 
“American thriftlessness, extending back 

for many generations, is the real cause of 
our present transportation and business 
ills,” declared S. W. Straus, president of 
the American Society for Thrift. In a 
statement Mr. Straus said: 


“As individuals we have been thriftless in 
our public duties and exactions. Thrift means 
foresight, plans, preparation, thoroughness 
and efficiency in their broadest conceptions. 
Thrift is an attitude of mind, and a truly 
thrifty nation never would have allowed itself 
to get into the condition that has existed this 
Winter in the industrial and commercial 
world. 

“The indictment lies against the American 
people because we have been content to go 
along year after year in our smug content- 
ment, our criminal wastefulness, our wholly 
nonchalant disregard for the future. 

“Whether peace is a long way off or close 
at hand, it will bring with it just as great 
need for thrift as now exists. 

“The tremendous losses of the war in prop- 
erty, productive power and disorganization of 
business routine will have to be repaid by 
thrift, conservation of resources and efficiency. 

“Peace will bring an era of intense activity, 
keen international competition—a_ universal 
speeding up of the business machine. It will 
be no time for wastefulness, incompetency and 
indifference. America will not dare return to 
her old habits of improvidence.” 

Banking and Brokerage 
Opinions 

National City Bank of New York—The 
real want of the time is for man-power and 
the things which man-power can produce. 
With a shortage of labor already existing, 
the increasing demand for things must be met 
by organizing labor more efficiently, by greater 
use of labor-saving methods and by trans- 
ferring labor from non-essential or less-essen- 
tial employments to the work which is of 
vital importance. This is the aira of the policy 
which has been adopted with the railroads. 
The highest possible efficiency is sought in 
their operations, and their services are to be 
available first for the essential needs. The 
same end must be accomplished in the indus- 
tries generally. Contracts should be distri- 
buted with a view to utilizing existing in- 
dustrial organizations and equipment most 
effectvely and of diverting labor from non- 
essential production. The industrial managers 
of the country are eager and impatient to 
know how they can use their plants to for- 
ward the plans of the Government. 

It has been asked what is the alternative to 
continued expansion of credit. The answer 
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is in a resolute substitution of war work for 
non-essential industry, instead of attempting 
to do the war work in addition to supplying 
all the private demands which the public is 
accustomed to make. This shift cannot be ac- 
complished without leadership or without com- 
pulsion, and without it we will neither win the 
war nor escape a state of inflation from which 
the consequences will be disastrous. 


McDonnell & Co.—The prospect of an 
early peace still remains the chief market in- 
fluence. Count Czernin is the next spokes- 
man to be heard from and then a reply by 
President Wilson will undoubtedly follow. 

The immediate course of the stock market 
will, to a great extent, depend upon the tenor 
of these addresses. It has appeared anoma- 
lous in recent weeks that the strongest stocks 
in the upward movement attributed to the 
prospects of an early peace should have been 
the war stocks. The explanation appears to 
be the fact that the great prosperity of the 
war companies lies behind them rather than 
ahead of them, and though they are assured 
of profitable contracts as long as the war lasts 
they have more to gain from an early peace 
with moderate profits and low taxes than 
from a long war with possibly greater profits 
but certainly heavier taxes. ; 

We suggest profit taking on all rallies. A 
trading position seems most desirable, for 
until news of a definite character develops, no 
great movement one way or the other can be 
expected: 


Hayden, Stone & Co.—Taken altogether, 
the situation is so complex that, now that 
stocks are selling above bargain prices, one 
hardly feels like assuming too strong a posi- 
tion. At the same time, we feel that this year 
will be one of uplift, as last year was one of 
liquidation. It is noticeable that whenever 
the market is left to follow its own in- 
clinations, it becomes active, at rising 
prices. Earnings of many corporations con- 
tinue remarkably large, even after deducting 
taxes. The prospect is, in short, that the next 
phase of our war-making activities will be a 
period of greater or less duration of inflation, 
and that values behind stocks will continue 
to increase. 


Goodbody & Co.—Wall Street is noted for 
going contrary to expectations. Just when 
everybody—with a few exceptions—has de- 
cided that the market cannot possibly go in a 
certain direction it proceeds to go in that di- 
rection. At present the bears have the screen. 
Sentiment is overwhelming that the market 
must decline while the next Liberty Loan is 
being floated. Certainly! Didn’t it decline 
when the first loans were being sold? Do 
not like causes produce like results? 

And yet Wall Street may fool us. Just now 
it is obstinate and refuses to go up on good 
news or down on bad news. Apparently, it 
is as indifferent to the passage of the railroad 





control bill as it is to the announcement that 
the campaign for the next bond issue will be- 
gin on April 6. 

We surmise that Wall Street’s eyes are not 
looking at bond issues, or the railroad bill, 
or the war-finance measure, or at Russia or 
Vladivostok. They are turned on the west- 
ern front, on the submarine zone and on Ger- 
many itself. They are looking at the things 
that are supremely important. 

If, as we are optimistic enough to expect, 
Germany should not only fail to make prog- 
ress on the western front, but should soon 
begin to weaken on the land, while her sub- 
marines should begin to fail her on the water, 
we would expect Wall Street to ignore tight 
money and Russian and other troubles and to 
proceed to give us a bull market. All other 
things are trivial or temporary. It is victory 
that will count. Wall Street is confident of 
victory, but not altogether hopeful that it will 
come soon. It is looking for the first distinct 
sign of the end. We think that such a sign 
will soon be seen and that the end is a matter 
of months rather than of years. 


Hartshorne & Picabia—For purposes of 
investment it would be well to avoid the se- 
curities of corporations in these two classes: 

1. Those possessed either of inadequate 
working capital or face to face with the neces- 
sity of raising money to renew early maturing 
obligations, or pay off a floating debt, etc. 

2. Those that sell their goods or services 
by law, proclamation or custom at a fixed 
price, and in the production of which the cost 
of labor represents a particularly high per- 
centage, especially telephone, gas and traction 
properties. 

On the other hand, the conclusion of hos- 
tilities should be of benefit to many corpora- 
tions, particularly those in the following 
classes: 

Companies producing machines or service of 
a labor saving nature, for instance, agricul- 
tural machinery concerns and industrial power 
companies. 

Companies engaged in the production of 
spot building materials, such as cement, brick, 
roofing materials, glass, paving materials. 

Concerns that produce low-grade tonnage 
commodities such as crude oil, fertilizers, etc. 
(Some of these have for some time suffered 
relatively very much from dear and inade- 
quate transportation facilities, which have 
shut off either the source of raw materials or 
a heavy export trade. Transportation diffi- 
culties, particularly ocean transportation, are 
likely soon to become still more difficult than 
in the past, causing conditions which some 
industries have not yet experienced or en- 
countered. Companies facing such difficulties 
should be avoided.) 

Corporations with relatively low labor costs 
engaged in the conversion of extremely in- 
flated raw materials, as for instance wheat, 
corn, cotton oil. 




















Will Russia Redoes: Her Credit? 


Interesting Speculative Position of “Old Regime” Money— 
Country’s Vast Resources—Up to the Bolsheviki 








By L. RAYMOND WALKER 





T is exactly one year since the Rus- 
sian revolution annihilated the 
once most powerful state of Con- 
tinental Europe, the Russian Em- 

pire. A year ago Russian banknotes sold 

at 30 dollars per 100 rouble banknote on 
the New York market, and to-day the price 
is 10% dollars per 100 rouble banknote, 
compared with 51% dollars par value. 

These quotations express better than any- 

thing else what has happened in Russia 

during one year. 

Russian autocracy was undoubtedly hated 
by the Russian people; it had suffered many 
severe military defeats for a period of over 
two years, but still it ruled a 180 million 
people with an iron hand, kept the diver- 
gent elements of the country together, and 
consequently enjoyed the confidence of Rus- 
sian and foreign capital. The Russian Em- 
pire succeeded during the war in raising 10 
billion roubles in loans abroad, 10 billion 
roubles in loans in Russia and 10 billion 
roubles by printing paper money. The Social 
Republic of Russia could not raise any 
funds in Russia or abroad, and it conse- 
quently had to work the printing press, 
printing paper money at the rate of more 
than 1 billion roubles a month. 

When the Russian Empire fell, Russia’s 
outstanding paper money amounted to about 
11 billion roubles, and to-day it is esti- 
mated to be close to 25 billion roubles. This 
huge flood of paper money is covered by a 
gold stock of approximately 850 million dol- 
lars, in other words every 100 rouble bank- 
note is covered by 3% dollars in gold. 





Russian Money in the Past 


In reviewing the history of Russian 
finances for the last century we find that 
Russian paper money depreciated greatly in 
value during the wars against Napoleon the 
First, as the Russian Government kept on 
printing large amounts of it. The depre- 


ciation made continuous progress, until in 
1839 the owners. of Russian banknotes had 
to exchange them against new banknotes, 
called Imperial credit billets. 
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Russian currency after that enjoyed full 
gold value, viz., 7714 cents American money 
per rouble, for a period of fifteen years, until 
the outbreak of the Crimean War. Then 
the rouble depreciated very slowly, reaching 
low levels in 1866, 1877 (Russian-Turkish 
War) and 1887, in which year the old paper 
rouble reached its bottom price of 40 cents 
American money, a depreciation of about 50 
per cent. from its par value. 

Russia, in those years, had the silver 
standard, and the banknotes were redeem- 
able in silver or gold. With the heavy fall in 
the price of silver the international value of 
the paper rouble, redeemable in silver, nat- 
urally could not reach gold parity again. 
When the mint in Petrograd stopped the 
buying of silver and the coining of silver 
money in 1893, the price of the paper rouble 
became stationary around 5114 cents Amer- 
ican money, and kept this price for over 
twenty years until the outbreak of the pres- 
ent war. 

In 1899 Russia introduced the gold stand- 
ard by law. The banknotes or credit billets 
now carry on their front page the remark: 
“The Imperial bank will exchange credit 
billets into gold coins in unlimited amounts, 
and this exchange is guaranteed by the 
state.” The unit for Russia’s currency be- 
came the rouble containing about one for- 
tieth of an ounce pure gold, worth 51% 
cents American money. The old gold coin 
of 1 Imperial equal to 10 old roubles at 
77% cents per rouble received the value 
of 15 new roubles at 51% cents per rouble. 

This short history of Russia’s currency 
shows that the rouble during the seventy- 
five years prior to the war never depreciated 
more than 50 per cent., or in other words, 
the rouble could during this period never 
be bought at less than 50 cents on the dollar, 
while it can be bought to-day at 20 cents on 
the dollar. 

When we speak to-day of the Russian 
paper money being worth 10 cents per 
rouble or about “20 cents on the dollar,” 
we speak of the quotation in the New York 
market for the Russian banknotes issued 
































by the former Imperial government of Rus- 
sia, the banknotes of the “old regime.” The 
Kerensky as well as the Lenine govern- 
ments issued banknotes, but these banknotes 
have no market in the United States, and 
are discriminated against by the people in 
Russia; who are hoarding the old Imperial 
banknotes. Evidently, the Russian people 
themselves realize that, no matter what po- 
litical form their future government may 
have, the old regime was a stable govern- 
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not lose sight of the fact that the end 
of the war will find the currencies of all 
the big nations of Europe in a simi- 
lar position. They all have enormous 
amounts of paper money outstanding, and 
while their gold reserves are in proportion 
very much better than Russia’s gold reserve, 
they are entirely inadequate. A future gov- 
ernment of Russia may either revalue or 
repudiate the new money issued by the Ker- 
ensky and Lenine governments on the 





ment, recognized by - 
all the nations of 
the world, and its 
paper money was 
based on a substan- 
tial gold reserve and 
paid out only for 
services rendered. 
The revolutionary 
money flooded the 
country as huge 
amounts were 
printed daily, and 
the people became 
distrustful and re- 
fused to sell mer- 
chandise and food- 
suffs at reasonable 
prices, when new 
paper money was 
tendered in  pay- 
ment. The present 
government of Rus- 
sia is controlled by 
the most radical So- 
cialists, the Bolshe- 
viki, a party which 
went so far as to re- 
pudiate Russia’s na- 
tional debt. But 
even this radical 
government does its 
best to protect Rus- 
sia’s currency, the 





Russian Five-Rouble “Credit Billet” 
Translation: “The Imperial Bank will ex- 


- — grounds that these 
governments were 
illegal and not rec- 
ognized by the other 
nations. 

Such a course 
would make the 
“old regime money 
much more valuable. 
But even if all the 
outstanding paper 
money should 
be recognized as 
good, Russia’s enor- 
mous natural _re- 
sources are a good 
collateral for her 
banknotes. Russian 
grain, hides, timber 
will be exported to 
Western Europe. 
Russia’s iron and 
gold deposits in the 
Ural Mountains, 
and her coal fields 
in the Don region 
will prove of im- 
mense benefit to her. 

Russia has con- 
cluded a_ separate 
peace with the Cen- 
tral Powers; her tre- 
mendous 
for the upkeep of 


paper rouble, by de- 
claring gold a state 


change credit billets into gold coins in unlim- 
ited amounts and this exchange is guaranteed 
by the State.” 





the war has ceased, 
and she can assume 





monopoly and ap- 
propriating all gold owned by private par- 
ties. This is, of course, being done for the 
purpose of strengthening Russia’s gold re- 
serve for her paper money. 
Inflation Is General 

It is an impossibility to forecast the 
consequences of the enormous inflation 
of the currency of Russia, but one should 





peaceful and profit- 
able trade relations with all nations again. 

Considering all conditions, it looks as if 
the lawfully issued paper money of Russia, 
the “old regime” banknotes, are as good a 


‘ speculation at 20 cents on the dollar as the 


greenbacks, issued by the U. S. govern- 
ment during the civil war, were at 44 cents 
on the dollar in 1864. 

















BONDS 4% INVESTMENTS 








The Bond with the 


Pawnbroker’s Grip 


Radical Difference Between Equipment Trusts and Other 
Bonds—Six Per Cent Yields Now Available 





By WILLIAM T. CONNORS 





HEN you put up your watch with 
a pawnbroker—or perhaps it 
would be more tactful for me to 
say when I put up mine— the 

gentleman under the three balls takes no 

chances, for he holds the watch. 











RAILWAY EQUIPMENT BONDS 
Quoted on percentage yield basis. 


Name Maturity Rate Bid Ask. 
Balt. & Ohio.....1918°27 4 @4% 6.00 5.50 
Buff., Roch. & P.1918-'33 444@5 6.00 5.50 
Canadian Pacific..1918-28 4% 6.50 6.00 
Ches. & Ohio....1918-°27 4% 6.10 5.60 
Chi. & Northwest1918-23 4% 5.75 5.00 
Chi. R. I. & Pac.1918-°27 444@5 7.00 6.00 
Chi. St.L. & N.O..1918-24 5 6.00 §.00 
Cc, C., C. & St. L.1918-29 5 6.25 5.75 
Del. & Hudson... 1922 4% 6.25 5.75 
Erie Railroad ....1918-'27 444@5 6.50 6.00 
Illinois Central ..1918-°26 444@5 6.00 5.25 
Louis. & Nash....1918-23 5 5.90 5.40 
Michigan Central.1918-30 5 6.10 5.60 
Mo., Kan. & Tex.1918-23 5 7.00 6.00 
Missouri Pacific. .1918-22 5 7.00 6.00 
Mobile & Ohio...1918-°26 444@5 6.50 6.00 
New York Cent...1918-°32 44@5 6.25 5.75 
Norfolk & West..1918-24 4% 5.90 5.40 
N.Y., N. H. & H.1918-'28 4%4@6 7.00 6, 
Penn. Gen. Frgt...1918°23 4 @4% 5.75 5.20 
Seab’d Air Line..1918°26 5 @6 7.00 6.50 
Southern Pacific..1918-26 4% 6.00 5.30 
Southern R’way .1918-°24 4%4@5 6.50 5.50 








The owner of a railroad or industrial 
bond cannot usually hold the railroad. If 
the loan on the watch is not paid when due 
the pawnbroker can sell it without cere- 
mony. Not so the bondholder. He has 
to go through a long, costly and tire- 
some process called reorganization, after 
which he may get the full value of his 
bond and then again he may not. His, best 
security, after all, lies in the success of the 
railroad as a going concern. 

There is, however, one form of bond 
which has the true pawnbroker’s grip on 
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the security behind it—the equipment bond, 
more often called a note. The owners of 
these bonds, as represented by a trustee, 
have a direct hold on the equipment which 
has been pledged and can sell it to suit 
themselves, if that step becomes necessary. 

The average investor may say that since 
this equipment is constantly depreciating 
and wearing out it must therefore be poor 
security for the notes. But these equipment 
obligations are secured by first mortgage on 
certain specified rolling stock; and the 
notes mature in installments every six or 
twelve months over a period of years. Their 
maturities are always arranged so that the 
quantity of notes outstanding is reduced 
faster than the equipment depreciates. Fur- 
thermore, the railroad agrees to replace 
promptly any of the equipment destroyed, 
to keep all of it in good repair and to carry 
insurance on it against damage. The in- 
vestor is further protected by the appoint- 
ment of a financial institution as trustee to 
see that the road lives up to its part of the 
agreement. The trustee becomes a party in 
the purchase of the equipment—that is, the 
railroad makes a cash payment to the 
equipment manufacturer of 10 to 30 per 
cent. of its value; then the trustee pays the 
remainder and receives from the railroad 
its direct obligation to pay off the indebted- 
ness in specified installments. Thus title to 
all of the equipment is vested in the trustee 
until the last bond is paid off. 


Increasing Safety 


The graph herewith shows how this ar- 
rangement works out. The life of rolling 
stock, kept in good repair and replaced if 
destroyed, is considerably over 20 years. 
This is exceedingly conservative for modern 
equipment consisting largely of steel cars. 
In fact it is probable that a total life of 30 
years would be nearer the mark. Thus 
equipment which cost, say, $12,000,000, 
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would still be worth about $7,000,000 at 
the end of ten years. 

If, for example, $10,000,000 was origin- 
ally borrowed on this equipment, in the 
form of notes maturing in one to ten years, 
the par value of the notes outstanding 
would decrease $1,000,000 a year. Thus 
at the start the value of the equipment 
would exceed the notes by 20%, at the end 
of five years by 90%, and at the end of 
eight years by 300%. Thus there is, as 
shown by the graph, a very great increase 
in the proportion of security to notes out- 
standing. 

Steel construction of cars has added 
greatly to the security of equipment 
bonds. It is stated that during eleven 
years on one of the principal roads only 
18 pressed steel cars were destroyed out 
of a total 78,814 in use; while of steel 
underframe cars only 126 were destroyed 
out of 57,200. Destruction of the old type 
of wooden cars was at a very much higher 
rate. 


Varied Maturities 


One of the special advantages of equip- 
ment bonds is that since the maturity of 
the notes is distributed over a period of 
years, the investor can select any maturity 
which is most desirable for him. When a 
declining bond market is feared, the near- 
by maturities would naturally be more de- 
sirable. The price of an equipment note 
due in a year or two hardly ever declines. 
It is easy, also to borrow on equipment 
notes if any emergency should arise making 
ready cash necessary. 

In case the road which is using the 
equipment goes into receivership the hold- 
ers of equipment notes, by virtue of the fact 
that the bonds are secured by mortgage on 
certain definite equipment independent of 
the general financial structure of the road, 
are in a very strong position. If interest or 
principal is not paid when due or at ma- 
turity the trustees will foreclose the mort- 
gage. A road in receivership, however, has 
to use the same equipment and the receiver, 
as a matter of expediency, has to make 
some arrangement whereby the holders of 
equipment bonds are protected against loss. 

Between 1894 and 1896 94,000 miles of 
railroad went into hands of receivers. Of 
the $60,000,000 of equipment trusts out- 
standing no loss was suffered by holders. 


Good Yields Now Available 


In spite of the fact that there is such 
great element of safety and such strong se- 
curity behind equipment notes, they can at 
present be bought at prices to net a fairly 
high yield. As shown in the table here- 
with, equipment bonds of the best railroads 
are now selling at an average yield of about 
534%. In some cases 6% or even a higher 














SECURITY OF EQUIPMENT NOTES 
7 6 9 10 


YEARSO ! 23 4 5 6 





MILLIONS OF DOLLARS 

















yield is obtainable. A very high yield, 
however, usually means some degree of 
weakness in the road’s position, so that in- 
vestors fear some remote possibility that 
the trustee might have to take over the 
equipment or that there might be delay in 
paying off the bonds when due. Since most 
investors buy these bonds partly because of 
their ready convertibility into cash they are 
not inclined to take even a very remote 
chance of delay or complications merely for 
the sake of an additional %4% interest. 

These yields are about the same as the 
present yields on other high grade railroad 
bonds. And in addition to the special at- 
tractions mentioned above, good equipment 
notes are almost as safe as government 
bonds, since the risk involved is nearly 
negligible. 

















Growth of the $100 Bond Idea 


In Six Years Number of “Baby” Bond Holders Has Increased 
from 7,000 to More Than 6,000,000—Impetus of 
War—Developing the Small Investor 





By E. F. COOMBS 





INCE 1911, which is the first year 
the $100 bond became a factor 
throughout the United States, 

=—— there has been an increase in 
$100 bondholders from 7,000 to over 

6,000,000. 

In the Fall of 1915, the Anglo-French 
government issue was offered to the public 
in this country by J. P. Morgan & Co. 
This issue was largely responsible for a 
tremendous increase in the holders of $100 
bonds. Up to the beginning of 1917, there 
had been distributed, throughout the United 
States, over $3,000,000 worth of these 
bonds in $100 denominations and up to the 
present time there have been distributed 
$4,370,000 worth. This issue of bonds 
offered to the public a safe place for its 
savings on an extremely profitable basis. 

Considering the fact that there were only 
300,000 investors throughout the United 
States investing in the large denominations 
in various issues offered by investment 
bankers, it was expected that when a 
$100 bond was offered to the public the 
number of bondholders throughout the 
country would be increased tremendously 
owing to the fact that there were a great 
many persons who desired to invest their 
money in well secured bonds but could not 
do so because they did not have $1,000 
or more available to invest. 

The $100 bond seemed to fill the bill 
completely and there seemed to be no rea- 
son why there should not be a million in- 
vestors when the public realized that $100 
bonds could be obtained in the same issues 
that the big investors were placing their 
money in larger proportions. 

Why the Small Investor Is Careful 

Contrary to the expectations of some 
bankers, it has been discovered that the 
$100 bond man is extremely careful in 
his investments. It hasbeen very amusing 
during the past few years to hear about 
the various offerings that capitalists con- 
sider would be taken up by the $100 
bond man readily. 





It was only when issues, such as the 
Anglo-French Government 5s due 1920 
(mentioned above), were offered that the 
public really took an interest in invest- 
ments. 

Some Leading $100 Issues 


Other issues which were recently offered 
and which were extremely popular were 
the French Cities Bonds and the City of 
Paris 6s due 1921. There were very few 
$100 bonds issued and due to the fact that 
the $1,000 bonds could not be split into 
$100 denominations, the small pieces be- 
came very scarce and at the present time 
there is a premium demanded of from two 
to three points over the $1,000 price for 
the small pieces, due to the fact that the 
demand is far greater than the supply. 

It is known that the average trustee of 
an issue is not interested in having that 
issue put out in small denominations owing 
to the increased work and cost of printing, 
but this country is the only country that 
considers such facts, as in England and 
France it is known that any issue offered 
to the public must be available in small 
denominations as the small investors were 
the principal investors throughout the coun- 
try. 

Our bankers are slowly waking up to 
these facts and a great many of the recent 
issues have been reluctantly made available 
in $100 pieces. 

It is also necessary to have the mortgage 
drawn up in such a way that $1,000 bonds 
can be split into $100 denominations and 
vice versa. It is not necessary to issue a 
large proportion of $100 bonds originally, 
for the small investor takes from two to 
three months to decide whether the issue is 
good enough for him to invest his money 
in and the demand for small denomina- 
tions generally comes several months after 
the issue is originally offered to the public. 

The bonds then remaining unsold can 
be split in accordance with the public’s de- 
mand for small denominations, thus re- 
lieving the trustee of the responsibility of 
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having a great many bonds issued in $100 
denominations and finding that the issue 
has not taken very well with the small in- 
vestor and making it necessary to cancel 
the $100 pieces and reissue into $1,000 
denominations. 

Such issues as the New York Central 
Deb. 6s 1935 and the U. S. Rubber ist & 
Ref. 5s 1947 have been extremely popu- 
lar with the small investors but in view of 
the fact that the $1,000’s cannot be split 
into $100 denominations, there are very 
few of these bonds available at the present 


the total amount of $100 bonds available. 
This issue has also been extremely popu- 
lar and the demand for the $100 bonds 
is far greater than the supply. If this 
mortgage had included a clause stating 
that the $1,000’s could be split into $100 
pieces as well as the $100’s into $1,000’s, 
the public’s demand might have been sup- 
plied and there would not be the tremen- 
dous difference between the price of $100 
bonds and $1,000 bonds as there is in this 
case and in all of the other cases men- 
tioned above. : 








SELECTION OF ATTRACTIVE $100 BONDS 


Government and Municipal 
Am. Foreign Securities 5s.........-++++++++0 
Anglo-French Government 5 Year 5s.........--+ 
City of New York 3%s, 4s and 4%s............ 
Japanese Government 2d Series 4%4s........... 
United States Government 3%4s............+++++ 
United States Government 4s.............+++++ 
Railroad i 
Chi Milwaukee & St. Paul Conv. 4%s..... 
Colorado & Southern Ref. & Ext. Mtge. 4%s... 
New York Central = PEE Gi akéawé<esiese 
M C6 Dancachdkoccaunsehequcese 
Virginian Railway Co. Ist Mtge. 50 Year 5s.... 
Public Utility 
Dees SE, Qin dace csccccconcces 
Arkansas Light & Power Ist 6s..............+- 
Eastern States Public Service 6s.............+.- 
Louisville Gas & Electric 7s.............+++-+: 
Montana Power Co. Ist & Ref. Mtge. 5s....... 
Reading Transit & Light Co. Two Year 6s..... 
U. S. Public Service Co. Ist 68............... 
Industrial 
Beth. Steel Co. Ist Lien & Ref. Mtge. 5s...... 
Central Leather Ist Mtge. 5s..............++++- 
Connecticut Brass & Mfg. Corp. 6s............. 
Lackawanna Steel Ist Conv. 5s..............++- 
ee 3 4} eer 


Interest 


Approx. Approx. 

Due Months ice Yield % 
1919 F-A 97% 6.63 
1920 A-O 15 90% 8.72 

M-S Mkt. 4.65 
1925 JJ 10 81 7.10 
1947 J-D 15 9814 3.60 
1942 M-N 15 9644 4.25 
1932 J-D 77 6.37 
1935 M-N 71 7.10 
1935 M-N 95 6.20 
1956 J-J 82 6.25 
1962 M-N 93 5.30 
1929 J-J 82 6.25 
1945 A-O 100 6.00 
1942 F-A 99% 6.05 
1920 M-S 97% 8.00 
1943 J-J 90 5.70 
1919 F-A 98% 6.78 
1927 F-A 991% 6.10 
1942 M-N 91 5.60 
1925 A-O 96 5.65 
1919 M-N 97% 750 
1950 M-S 90 5.65 
1947 F-A 82 6.50 








time. The demand is greater than the sup- 
ply, so that these issues command a pre- 
mium. This is also true of various other 
issues. 

One of the very few first mortgage rail- 
road bonds that are available in $100 de- 
nominations is the Virginia Railway Ist 5s 
1962. This issue was originally offered 
to the public in $100, $500 and $1,000 
denominations. Quite a few $100 bonds 
were printed for the original offering. 
This mortgage contains a clause that $100 
bonds can be exchanged for $1,000’s and 
therefore every time ten $100 bonds are 
exchanged for a $1,000 piece, it reduces 


If we wish the small investor to con- 
tinue to invest his money after the war, 
it will be necessary for the trustees of all 
new issues to see that the above clauses 
are contained in the mortgages. 

This country has the opportunity at the 
present time of holding its 5,000,000 odd 
small investors in Liberty Bonds as per- 
manent investors and it will be necessary 
for us to have this many and a great deal 
more in order to consume the new issues that 
will be necessary to finance business after 
the war is over; as in the case of labor, the 
small investor will be the mainstay of this 
war and he it is we must satisfy. 











Readers’ Round Table 


[Subscribers are invited to contribute to the Readers’ Round Table Department. 


From our 


readers we receive many valuable suggestions and interesting ideas, and have inaugurated this 
feature in order that they may present their problems and their thoughts to their fellow-readers. 
We believe that this interchange of ideas will prove to the advantage of all. Send in your 


manuscript addressed to Editor, Readers’ Round Table. 


sion is given.—Editor.] 


No names will be used unless permis- 





Editor, Reavers’ Rounp TaBLe: 

Dear Sm: Mr. Wyckoff’s very interesting 
articles on speculation and investment will be 
of inestimable value to those who profit by 
the knowledge acquired by others, and even 
to: those who will not follow Mr. Wyckoff’s 
advice, if it teaches them to sit down and plan 
some system for their investments and specu- 
lations instead of the haphazard, unmethodical 
gambling usually seen in brokerage houses. 

It is undoubtedly true that the public will 
always lose if it buys on strong markets and 
sells on weak markets, and yet I have seen 
very successful men doing practically just 
that, while I myself have not been altogether 
unsuccessful when I traded by following what 
seemed to me to be the trend in the market. 

I am not pretentious enough to wish to de- 
bate any principles laid down by Mr. Wyckoff, 
yet I beg permission to explain my idea of 
speculation, and Mr. Wyckoff or your read- 
ers may uncover the fallacy of my reasoning. 

First, Mr. Wyckoff says (Feb. 16, p. 729) 
“Make an intelligent forecast and then buy 
or sell because your judgment tells you it is 
the thing to do.” 

I remember when American Writing Paper 
preferred sold around 50, having risen from 
20 or thereabouts. I decided to go short of 
it, the reports regarding the company having 
convinced me the stock was selling too high. 

The stock subsequently rose to 76, and I 
sold more on the rise, until at the topmost 
figure I saw a paper loss of considerably more 
than I would have cared to take. Fortunately 
for me, the condition of the market rendered 
further manipulation for the rise impossible, 
and the stock reacted. It is easy enough to 
see what would have happened to me if this 
pool were powerful enough to push the stock 
through par. 

Unquestionably I was trading unwisely, and 
yet, was I not following the advice offered: 

Take your stock and stick to it”? 

Again, when this stock reacted to 40 I was 
under the necessity of deciding whether to 
buy back the stock or maintain my position. 
I felt that it was still too high, but there are 
many other conditions to take into considera- 
tien, principally, the technical position of the 
stock, the condition of the market and the 
characteristics of the pool operating in the 
particular stock. 

It might have been my experience to see 
this stock again at 76, or possibly higher. I 
therefore felt that, notwithstanding my posi- 
tion in regard to the stock’s intrinsic worth, 
I had better buy it in, and I did. 


_Now, it is particularly difficult for an out- 
sider such as I or the average customer, to; 

1, Figure what stocks to buy in a declining 

market. The stock we buy may be the deadest 
when the market turns; for example, West- 
inghouse. 
_2. What price to pay for the stock, for the 
simple reason that when the market breaks 
the public seldom knows just what the market 
is discounting. As a matter of fact, it is 
usually correcting a technical condition, and 
the decline will continue until the condition is 
corrected. Now, how can we safeguard our- 
selves? 

Only by stops. No one ought to accept a 
loss of more than three points, and if the 
stock rises subsequent to our purchase our 
stops should be elevated also. Guard against 
losses, say I. Let the profits take care of 
themselves. 

Say we have picked out Baldwin as a logi- 
cal stock to trade in, and suppose you pur- 
chased 100 shares at 66. Stop your purchase 
at 63. If the stock subsequently moves to 
69, raise your stop to 66%. Under normal 
circumstances this ought to insure your origi- 
nal investment. You are then, as the saying 
goes: “Speculating with the other fellow’s 
money.” 

Would you buy more now? Well, I 
wouldn’t. The advice not to buy on bulges 
is good; follow it. If conditions are right 
and market conditions permit we will see 
Baldwin at 71 or more, and then a reaction 
is naturally to be expected. I have no records 
at hand to see how Baldwin did act, but even 
if it doesn’t react, so much the better. Some- 
where in the 70’s a reaction will take place 
so you can get more. 

I would rather take 50 shares at the higher 
price, but that is optional. One thing is in my 
favor: I can see I am with the trend of this 
stock. If I buy 100 shares more at 70 then 
my stop on the 200 shares, which average me 
68, should be 68%. I do not believe in allow- 
ing a profit to run into a loss. 

Incidentally, let me say I know of a man 
who went short of U. S. Steel at 97, saw it 
down to 7934, and then permitted his profit 
to slip completely away in the end, just pro- 
tecting his investment. That seems to me to 
be radically wrong. Don’t be stubborn. The 
best men make errors and the cleverer we are 
the quicker we see them and correct them. 

This is a subject which interests me greatly. 
I could write pages more, but it would be only 
a repetition practically of what I have already 
written. So many incidents have come under 
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my observation justifying my plan that I 
should feel somewhat disappointed if Mr. 
Wyckoff discloses its disadvantages. 

Yours respectfully, 








March 5, 1918. 
MAGAZINE OF WALL Sr., 
New York City. 
Gentlemen : 

I have been watching to see whether or no 
an article on U. S. Premium Drawing Bonds 
would not appear from some quarter and 
therefore, I was very glad to see and to 
read such an article in your March 2nd issue. 

Less than a month ago, I prepared a table 
for my own amusement—but because of the 
“lottery” suggestion, I refrained from men- 
tioning it. 

I agree with Mr. J. W. Harriman that we 
can learn from France, with reference to terms 
of issue of the forthcoming Government loan 
—that our people will respond promptly to 


attractive terms—that the drawing in itself is 
a feature in many industrial bonds, and should 
existing laws stand in the way, they should be 
promptly repealed so far as necessary for this 
purpose. 

I would favor the five billion dollar loan to 
carry a rate of 3% or 3% per cent. to mature 
in 15 years—% in $1,000 denomination and % 
in 1/10th of the entire issue in $200 
pieces so that 1/S5th benefit attached to full 
bond ($1,000) semi-annual drawings—making 
the premiums larger in the last half of the 15 
years—but a larger number of smaller premi- 
ums in the Ist half of the 15 years. 

I would reduce the chance of speculation, 
making it only sufficiently attractive to ensure 
success. 

Interest payments at 4% per cent. will prove 
a burden in my opinion and I hope the 4% 
per cent. rate can be avoided in this next issue, 
and it seems to me this is a subject which 
should command very wide attention. 
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[The followimg is a report prepared for one of our subscribers by our Special Analytical 


Service Bureau, on the Overland Tire Company. 
analytical report, one of which was published in our March 
The intending purchaser or the holder of securities will find in our Special Analytical 


as contrasted with a “long” 
2 issue. 


It illustrates a “short” analytical report 


Service Bureau an insurance against loss, the cost of which is trifling compared with the 

amounts involved. Further details in regard to the work of this department and the fees 

charged may be obtained by writing to the Special Analytical Service Bureau, care of THE 
Editor.) 
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Report—Mr. —— 

Subject: Overland Tire Company. 

1. Offering has the typical earmarks of the 
average promotion. 

2. The firm making the offering has special- 
ized for about a year in several “dividend 
paying” issues, particularly oils. “Dividend 
paying” has been their strong drawing card. 

3. Too many references of an irrelevant 
character in circular. The success of Fire- 
stone, Fisk, Kelly-Springfield is no guar- 
antee. They were pioneers in a compara- 
tively new field, without competition, and 
small capitalization. 

4. Firestone, Fisk & Kelly built up busi- 
ness from EARNINGS and not by public 
offerings of stock at “bargain” prices. 

5. The Overland Company will probably 
not get more than $3 a share, although of- 
fered to investors at $7.50. In other 
words, the investor starts with a handicap 
of a 100% shrinkage in his funds. 

6. The Overland dividend of 16% is not 
conservative for a company a year old. 
Dividends. will require $40,000—present 
earnings (if circular statement is reliable) 
$60,000. Why not save earnings of $60,000 
a year instead of selling 10,000 shares at 
a price to net the company about $30,000— 
doubling the capital for a “mess of pot- 
tage”? Is this sound financing; does the 


offering bear the stamp of sincerity? 

The Smith Motor Truck Corporation 
had a better idea—a truck unit. Tremend- 
ous sales, enormous paper profits and 
within two years—bankruptcy. Misman- 
agement followed. Shares dropped from 
$9 to $1. What better guarantee is here? 
The offering is no more promising than 
was Smith Truck originally. 

8. The “rebuilding” idea is not new. Sub- 
stitute the word “typewriter” for “tire” 
throughout the circular; don’t know any 
“millionaires” (investors) in the “rebuilt 
typewriter” line. We all know the con- 
stant market for rebuilt typewriters. Mo- 
tor and tire millionaires are “insiders.” 

9. Plenty of statistics are given about Key- 
stone, Firestone, etc., while there is no bal- 
ance sheet or financial statement of Over- 
land. Why? 

CONCLUSION: A fairly good idea here: 
as was Smith Truck. The outsider seldom 
benefits, excepting by “scalping” a few points 
when “market created” for distribution. Risk 
offsets opportunity. Overland unlikely to re- 
tain a monopoly of this business if it proves 
successful: competition is ever watchful, and 
waiting. Keystone Tire is already on the job. 
The offering is a fair gamble; but with many 
undesirable features surrounding it. 

ANALYTICAL Service Bureau, 
Tue MAGAZINE oF WALL STREET. 























RAILWAYS xp INDUSTRIALS 








The Rehabilitated Allis-Chalmers 


Financial History of the New Company—Earnings and 
Dividends—Prospects for Common Stock 





By PRESTON S. KRECKER t 





E of the industrial corporations 
which has prospered because of 
the war is the Allis-Chalmers 
= Manufacturing Co. Profits have 
accumulated as if by magic during the 
last three years and the publicity given 
to this gratifying turn of affairs has in- 
vited attention to the market position of 
the company’s securities. At present writ- 
ing Allis-Chalmers preferred stock is sell- 
ing around 80 and the common stock sells 
in the neighborhood of 25. A natural 
question arises whether the prospects of the 
company justify hope of further enhance- 
ment in the values of these securities. 
The Allis-Chalmers Manufacturing Co. 
was incorporated under the laws of Dela- 
ware in March, 1913, as the successor to 








TABLE I—GROWTH OF ALLIS-CHALMERS 








Ratio Pro- 
Sales Net ~~ Costs 
Billed Income to Gross 
a. eanas $11,127,621 $755,125 85.40% 
1914...... 10,323,150 #25, $9.32 
eee 11,666,413 1,078,352 $2.14 
TR 19,440,509 3,165,020 75.61 
| ree 26,129,314 4,010,489 84.65 
*Deficit 








the Allis-Chalmers company, which de- 
faulted on its first mortgage bonds Janu- 
ary 1, 1912, and went through a reorgani- 
zation. A rather drastic readjustment of 
the finances of the old company was 
effected. The mortgage debt was cancelled 
and the new company has no funded debt. 
Its capital stock is divided into two classes, 
preferred and common. Of the first class 
$16,500,000 was authorized and $15,849,- 
500 is outstanding. Of $26,000,000 com- 
mon stock, $25,770,750 is outstanding. 
The preferred stock received preference 


for assets and for cumulative dividends at 
the rate of 5% a year for two years begin- 
ning January 1, 1913; at the rate of 6% 
for two years beginning January 1, 1915, 
and at the rate of 7% after January 1, 
1917. The preferred stock is subject to 
call at 110 and accrued dividends on any 
dividend date. It has power to elect a 
majority of the directors. Five voting 
trustees were appointed to hold the pre- 
ferred and common stock, except the quali- 
fying shares of directors,-under a voting 
trust agreement dated March 27, 1913, 
which will expire March 27, 1918. No 
mortgage or lien can be created without 
the consent of 80 per cent of the preferred 
and common stock voting trust certificates 
which have been listed on the New York 
Stock Exchange. 

The company manufactures airbrakes, 
oil, gas and steam engines, hydraulic ma- 
chinery, turbines and electrical machinery. 
It is understood to have closed large con- 
tracts with the United States government 
the latter part of last year. 


Progressive Earning Power 

For the first three years of its existence 
the reorganized company just about held 
its own, but during the last two years it 
has exhibited progressive earning power 
and at the present time is enjoying un- 
paralleled prosperity. The gross volume 
of business done last year was more than 
twice that done in 1914, the first full year 
of the reorganized concern, while a deficit 
of $25,068, reported in that year, compares 
with net income of $4,010,489 in 1917. 
In Table I are shown comparative statis- 
tics on gross business, net income and 
ratio of production costs to gross income 
since the reorganized company started 
business April 16, 1913. 

From this tabulation it is clear that the 
Allis-Chalmers Manufacturing Co., in spite 
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of its reorganization, was not out of the 
woods until the third year of its reincarna- 
tion. But, thanks to the war, it has pros- 
pered recently. Its gross business in 1916 
increased about 77% over the previous 
year and last year it showed a further 
gain over 1916 of about 40%. No detailed 
statement of last year’s business is avail- 
able as yet, since the annual report has not 
been issued, but enough has been given 
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out to show that more than 30% of last 
year’s business was done in the last quar- 
ter of the year and that December’s gross 
was the largest of any of the three months 
of that last quarter. 

Unfilled orders on hand December 31, 
1917, totalled $26,935,146 compared with 
$13,424,486 the end of the previous year. 
They assure the company already a larger 
volume of business the current year than 


tory. Assuming that the ratio of produc- 
tion costs the current year proves no larger 
than that of 1917, the company would earn 
a net income more than the $4,010,489 
earned last year which was the largest in 
its history, even if no additional business 
were booked this year. If the company in- 
creases its gross sales in the same ratio as 
it did last year, it should do a business 
aggregating $36,319,546 this year, and 
should report a net income at the end of 
the period of about $5,500,000. 

What these earnings have meant to the 
preferred and common stockholders is 
shown in Table II. 

For obvious reasons, no dividends were 
distributed during the first two years of 
the company’s history, and, of course, 
back dividends on the preferred stock ac- 
cumulated, but in 1915 a distribution was 
made of 3%, calling for $475,485, or more 
than half of the net earnings of three 





TABLE II—EARNINGS ON ALLIS-CHAL- 
MERS STOCKS 








Net Earned on Earned on 
Year Income Preferred Common 
$755,125 4.77 cate 
 edaeke *25, odin sal 
EN Saale oé 1,078,352 6.30 2.34 
Pn wechen 3,165,020 19.97 7.98 
ae 4,010,489 25.36 11.22 
*Deficit 








years’ operations. In 1916 the larger 
measure of prosperity of the company re- 
sulted in a distribution of 9%, of which 
6% was the regular dividend and 3% was 
on account of back dividends, the first dis- 
tribution made on that account. During 
1917 the directors ordered a further distri- 
bution on the preferred shares of 10%%, 
of which 7% was the regular dividend 
called for under the terms of the issue and 
3%4% was on account of back dividends. 
At the end of last year the company still 
owed 7.10% on account of accumulated 
preferred dividends. 

A recapitulation of the surplus account 
shows that the Allis-Chalmers Manufac- 
turing Co. earned a surplus of $755,125 
the first nine months of its existence. The 
following year it reported a deficit of $25,- 
068, thus reducing the surplus of the pre- 
vious year by that amount. In 1915 it 


in the best previous fiscal period of its his- showed a surplus after dividends of $602,- 














———— 
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867, at the end of 1916 one of $1,738,565 
and at the end of 1917 one of $2,346,292. 
The price movement of the shares of the 
Allis-Chalmers Manufacturing Co. since its 
reorganization has fairly responded to the 
financial condition shown by the com- 
pany’s reports from time to time. The fol- 
lowing table shows the fluctuations of the 
two classes of stock since April 16, 1913: 


Preferred Common 

i Low High Low 
40 9 15% 
32% 14% 6 
33 4914 19% 
10% 38 19 
65 3256 15 
72% 27% 17% 





Investment Value of Stock 


While the Allis-Chalmers company has 
shown splendid progressive earning power 
and is in a fair way to dividends on the 
common stock, it obviously is not out of 
the woods yet. Compared with the earn- 
ings of other industrial companies, it is 
doing nothing phenomenal. It is not at 
all unusual for an industrial corporation to 
earn 11% on its common stock just now. 
In fact, many of them are earning much 
more. One company recently reported 
$51.88 earned on its common stock last 
year. That same company had earned 
$47.95 on its common stock the previous 
year. Another has just reported earning 
$20.22 on its common stock against 
$15.31 the previous year. These concerns 
have no back accumulations of preferred 
dividends to pay off before distributions 
can be made on their common stock, yet 
the common stock of the first named com- 
pany is not selling above $80, while that of 
the second is selling below $60 a share. 

Obviously, the reason is that the financial 
community realizes that the prosperity of 
many corporations is largely due to the 
war and may be as ephemeral as that 
struggle. Looking ahead, investors in se- 


curities must consider the chances of con- - 


tinued industrial prosperity after war 


orders cease to be a factor. The disposi- 
tion is not to bid prices up to a level based 
on current earnings. 

Taking into account relative earning 
power, shares of Allis-Chalmers appear to 
be selling for about what they are worth. 
The company must pay 7.10% on the pre- 
ferred stock in addition to the regular 7% 
rate before the common stock is entitled to 
anything. Moreover, it behooves the com- 
pany to conserve its surplus for working 
capital. With money hard to borrow even 
at exorbitant rates, industrial corporations 
have been compelled to an unprecedented 
degree to conserve their cash for their busi- 
ness. 

The preferred shares around 80 are sell- 
ing on about a 9% basis, which is quite 
high enough as money rates run now. In- 
deed, it may be assumed that this price in 
part discounts the expected further pay- 
ments on account of the accumulated divi- 
dends of 7.10%. In the case of Allis- 
Chalmers common stock, the issue must be 
regarded as highly speculative. The sur- 
plus of $2,346,292 is a small one for a 
company capitalized at $42,500,000 with 
$41,620,000 of that capital stock outstand- 
ing. It amounts to only about 5% of the 
capital obligations of the company, which 
is plainly not a safe margin. Payment of 
two full 7% annual dividends on the pre- 
ferred issue would almost wipe out this 
surplus. 

Prospects for a distribution on the 
common stock must be regarded as remote. 
A large working capital must be main- 
tained to handle the big business the com- 
pany is receiving just now and, as already 
indicated, it is practically impossible for 
industrial concerns to borrow money in 
the open market. Only in exceptional 
cases, where earning power has _ been 
demonstrated over a long period of years, 
have such corporations been able to secure 
funds from sales of notes and then they 
have been compelled to pay from 7 to 
nearly 8% for the accommodation. 








COST OF WORLD WAR 


French economists compute that the cost of the war to France, Great Britain, Italy, Ger- 
many and Austria-Hungary amounts to approximately $97,600,000,000. Great Britain t 
between August, 1914, and January 1, 1918, $32,800,000,000; France, $15,400,000,000, and haly 


$6,000,000,000. Information concerning 


Russia is so confusin 
totals practically impossible. Per capita cost to Great Britain 


as to make any satisfactory 
s been $713, to France, $490, 


and to Italy, $172. German per capita expenditure has been $498 and Austria-Hungary, $330. 
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The Flourishing Rubber Companies 


Analysis and Comparison of Goodyear, U. S. Rubber and 
B. F. Goodrich—Their Strong Quick Assets Position 
—Status of Their Securities 





By CLINTON BOYLE 





HE annual reports of the rubber 
companies, a number of which 
fe have been published within the 

last month indicate that the tire 
and rubber goods industry is in a flourish- 
ing condition. All of the well managed 
and properly financed companies of the 
country have just finished a highly pros- 
perous year. Almost invariably such com- 
panies reported larger earnings in 1917 
than in 1916 even though we have been 
engaged in a great war during the greater 
part of that time. 

Practically without exception there has 
been a big increase in gross business. The 
three largest rubber goods manufacturers 
in the country, if not in the world, namely, 
the Goodyear Tire & Rubber Co., the 
United States Rubber Co. and the B. F. 
Goodrich Co. reported gross earnings which 
represented increases of from 23 per cent to 
74 per cent, and were the largest on record. 
These increased gross earnings were the 
result not only of increased prices but of 
greatly increased production as well. Two 
of these three most important companies re- 
ported record net earnings as well, while 
the other, the B. F. Goodrich Co., before 
deducting war taxes of $2,250,000 also re- 
ported record net earnings, although after 
deduction of war taxes its earnings were 
somewhat under those of the year 1915, the 
best year in the company’s history. 

A Splendid Outlook 

Apparently the current year is going to 
set another record for the gross varnings of 
these three companies. The fiscal year of 
the Goodyear Tire & Rubber Co. ended last 
October Early in January it was cfficially 
gnnounced that earnings were running well 
ahead of those of the year before. It was 
estimated at that time that gross earnings 





would probably run between $130,000,000 
and $150,000,000. In discussing the af- 
fairs of his company, Colonel Colt, presi- 
dent of the U. S. Rubber Co., stat ‘ed that 
sales were expected to run well up to $200,- 
000,000 in 1918. The sales of the B. F. 
Goodrich Co. likewise are said to be in- 
creasing. 

Diagnosing the future, of course, is more 








THE RUBBER COMPANIES FOR 1917 
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+Does not include $71, eo on bonds, 
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$gAfter deduction of $2,250,000 for war taxes. 





or less a matter of guess-work. While 
the business in all kinds of rubber 
goods has undergone a big increase, the 
greater part of the increase has come 
from the tremendous increase in the de- 
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mand for tires. This, of course was the 
result of the increased use of the automo- 
bile. But while the automobile business 
must decline if more and more people do 
not buy machines, the tire business is main- 
tained because both old and new machines 
are constantly wearing out tires. President 
Colt states that tire sales alone of the U. S. 
Rubber Co. last year were not far from 
$60,000,000 and in his annual report he 
stated that war orders last year constituted 





_capital. 








RUBBER AND ITS USES. 





only about 5 per cent of the company’s 
sales. 


War or Peace 


This would seem to clearly indicate that 
increased business is not mainly dependent 
upon war conditions. Neither is business 
adversely effected by war conditions. The 
automobile stocks are quite generally placed 
in the category of “peace stocks.” If this 
indicates anything it means that the finan- 
cial community feels that peace is going to 
bring about an improvement in the indus- 
try. Any improvement in the automobile 
industry cannot but help the tire industry 
and therefore the rubber companies. 





Their great growth has entailed a great 
deal of financing in order to get the funds 
to keep their working capital of sufficient 
size to carry on the tremendous business. 
Thus the United States Rubber Co. con- 
solidated its debt, paid off or provided for 
the payment of certain nearby maturities 
and greatly increased its working capital 
through an issue of $60,000,000 ist and 
refunding 5 per cent bonds early last year. 
It turned out rather costly for the bankers 
who underwrote the issue as a result of our 
entrance into the war but it was a splendid 
stroke of financing for the company. The 
B. F. Goodrich Co. sold an issue of $15,- 
000,000 two year 6 per cent notes last Oc- 
tober and thereby increased its working 
And the Goodyear Tire & Rubber 
Co. replenished its working capital by an 
issue of $15,000,000 2nd preferred 8 per 
cent stock in January last. 


Goodyear’s Great Record 


A comparison of the records of these 
three companies brings out sharply the 
wonderful progress madc by the Goodyear 
Tire & Rubber Co. The company and its 
securities show up to somewhat better ad- 
vantage than either the U. S. Rubber or B. 
F. Goodrich. Established in 1898 princi- 
pally to manufacture tires it did business 
on a comparatively small scale for a num- 
ber of years. Its gross sales at the end of 
its eleventh year of business were only $4,- 
277,000 while net earnings were only 
$651,600. The following year though wit- 
nessed an increase of 123 per cent in gross 
and 116 per cent in net earnings. From 
that time on the company developed very 
quickly until today it is one of the largest 
consumers of crude rubber in the world. 
In 1917 it used about 24,000 tons of crude 
rubber or about 10 per cent of the world’s 
production. Its sales in 1917 were almost 
26 times those of 1909, eight years ago, 
and as a matter of fact were about fifty 
times those of ten years ago. Net earnings 
in 1917 were almost twenty-two times those 
of 1909. While the increase in net earn- 
ings have not kept full pace with the in- 
crease in gross in this time, it has more 
than kept pace with gross earnings since 
1911 as the comparative table shows. 

I well remember when looking into the 
Goodyear about five years ago a credit man 
for one of the big New York banks told 
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me that he would recommend a loan of $2,- 
000,000 to the B. F. Goodrich Co. where 
he would not recommend loaning anything 
to the Goodyear. At that time it was be- 
lieved that the management was expanding 
too rapidly and that the company was pay- 
ing out too much of its earnings in divi- 
dends. But the management has proved 
its ability to take care of the expansion. 


U. S. Rubber’s Progress 

The United States Rubber Co. has a 
more diversified business than either of the 
other two, the principal business of which 
is now the manufacture of tires. It is the 
oldest of the three, having been organized 
in 1892. Originally its business was almost 
entirely confined to the manufacture of 
footwear. It entered the tire business and 
the mechanical goods business in 1905 
chiefly through the acquisition of the Rub- 
ber Goods Mfg. Co. All three lines have 
flourished. The tire business in 1917 
amounted to almost $60,000,000 of the total 
sales of $176,159,600, or about one third. 
The gross business of this company actu- 
ally showed a decrease between 1908 and 
1912 while net fluctuated widely. The 
1915 gross business was only slightly ahead 
of that of 1913, while the percentage earned 
on the preferred stock outstanding was low- 
er than the percentage earned on the amount 
of preferred outstanding in 1913. But in 
1916 both gross and net earnings had a 
splendid gain and in 1917 another splen- 
did increase took place. In two years 
gross earnings increased almost 90 per cent 
while net income gained over 76 per cent. 
Total increase during the two years was 
about 125 per cent. Heavier deductions from 
income cut down the improvement in net. 
Thus the increase of $3,000,000 in federal 
taxes alone was equivalent to about 8 1-3 
per cent on the $36,000,000 common stock. 

The big jump in business in 1916 
used up all the available cash and ap- 
proaching the close of 1916 the company 
was rather deficient in working capital. 
Furthermore, there were several bond issues 
approaching on early maturities. For that 
reason the future for a time appeared rather 
uncertain. But when two large banking 
institutions underwrote the $60,000,000 
bond issue early last year whatever gloom 


there was, was immediately dispelled when 


the company was placed on a sound finan- 


cial basis. The first refunding 5s selling 
at their present price would seem to be 
rather attractive as a business man’s invest- 
ment. The preferred stock issue is of 
course large and is preceded by bonds to- 
talling almost $10,000,000 more than its 
par value. Nevertheless it has a long divi- 
dend record and has paid its present 8 per 
cent dividend regularly since 1905 or for 
about twelve years. It appears reasonably 
well safeguarded therefore. 

The common stock has paid dividends at 
times but nothing in the last two years. 
But despite its splendid earning power the 
president gives no hope of early dividends 
nor until the return of more normal con- 
ditions makes it unnecessary to carry such 
a large working capital. 


Investment in Plantations 


Both the Goodyear and the U. S. Rub- 
ber Co. own plantations in the Far East, 
the former owning about 20,000 acres and 
the latter some 80,000 acres. But while 
those of the former are still in their devel- 
opment stages, those of the latter have been 
developed, and the big rubber company is 
now beginning to get some returns on its 
investment in this field. Last year the com- 
pany secured about 7,000,000 pounds of 
crude rubber from its own plantations and 
expects to get about 10,000,000 pounds this 
year or about 20 per cent of its expected re- 
quirements. This is bound to be a more im- 
portant figure in the company’s tusiness in 
the years to come. 


Goodrich in Good Shape 


The B. F. Goodrich Co. was organized 
in 1912 as a consolidation of a company 
of the same name and the Diamond Rub- 
ber Co. Both were old and prosperous 
companies, but a tremendous amount of 
water was injected into the consolidation as 
shown by the good will and patent items 
to the amount of $58,174,000 or almost 
the par value of the common stock. As 
the result of paying dividends on this wa- 
tered capital in the first two years of the 
present company’s existence and a poor 
year, the outlook appeared rather dark for 
a time. But earnings picked up in 1914, 
had a big increase in 1915 and for the last 
two years have been running at more than 
three times the dividend on the common. 

The company’s sales in the last five years 
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have not increased as rapidly as those of 
the other two. The increase has amounted 
to about 132 per cent as against about 376 
per cent increase in the sales of the U. S. 
Rubber Co. and about 345 per cent in those 
of the Goodyear. 

But it was a very healthy growth. It was 
accomplished without any increased funded 
indebtedness and capital stock as in the 
case of the U. S. Rubber, or increase in 
capital as in the case of the Goodyear. 
The management deserves a good deal 
of credit for the healthy condition of 
the company today, the outstanding pre- 
ferred stock has been reduced from $30,- 
000,000 to $26,400,000 and profit and loss 
surplus has been built up to $20,177,300, 
the equivalent of $39.50 per share or within 
a few dollars of the present market value 
for the common stock. The surplus earn- 
ings which have amounted to $25,900,000 
with the exception of about $400,000, have 
either been put back into the property or 
used to purchase and cancel preferred stock 
and are equivalent almost to the par value 
of the preferred stock now outstanding. 


Comparative Results 


The comparative income accounts con- 
tained in the table herewith gives one a good 
idea of what has been accomplished by these 
three companies. As it shows the Goodyear 
Tire & Rubber Co. has made the most prog- 
ress. In dividends this company far sur- 
passes the other companies. The preferred 
stock has paid regular dividends of 7 per 
cent since it was issued. The common 
stock has received regular dividends of 12 
per cent per annum for the last nine years. 
In addition stock dividends of 100 per 
cent have been paid in each of the years 
1910, 1912 and 1916 and a 20 per cent 
stock dividend was paid in 1914. Un- 
doubtedly with the return of more normal 
conditions stockholders will receive another 
stock dividend as on Oct. 31 last the com- 
pany had a profit and loss surplus of $12,- 
763,600 or over $60 per share on the com- 
mon stock. Of course, it will be necessary 
to make a deduction for war taxes. 


What the Graph Shows 


Goodyear has absolutely no funded in- 
debtedness whereas the U. S. Rubber Co. 
and its subsidiaries have bonds outstanding 
to the amount of $71,600,000 and the B. 


F. Goodrich Co. has a note issue of $15,- 
000,000 outstanding. The underlying 
strength of the financial structure of the 
Goodyear is well shown in the graph. Last 
year sales were equivalent to 189 per cent 
of the present capitalization. Exclusive of 
the $15,000,000 2nd preferred stock that 
was issued three months after the fiscal 
year ended sales were equivalent to 247 
per cent of capitalization. Sales of the 
U. S. Rubber Co. were equivalent to 179 
per cent of its stock capitalization. But 
on the company’s total stock and bond capi- 
talization they were equivalent to only 103 
per cent. For B. F. Goodrich Co. sales 
were equivalent to a little better than 100 
per cent of capitalization and with the 
notes included, to 86 per cent. 

The net earnings of Goodyear were 12.6 
per cent of sales against 12.1 per cent 
for the B. F. Goodrich Co. and only 9 per 
cent for the U. S. Rubber Co. This indi- 
cates that the Goodrich company is getting 
about the same amount of net out of gross 
for its stock as the Goodyear. The lower 
percentage for the U. S. Rubber Co. is of 
course accounted for in the amount required 
to pay the interest on its funded debt. In 
a comparison of the amount of working 
capital to sales the U. S. Rubber Co. shows 
to the best advantage. Its working capital 
at the end of the year was equivalent to 43 
per cent of its sales last year. The B. F. 
Goodrich Co. had a working capital equi- 
valent to 38.6 per cent of its sales. The bal- , 
ance sheet of the Goodyear as of Oct. 31, 
1917, shows a working capital equivalent to 
only 27.6 per cent of its sales. But it has im- 
proved its position through the sale of its 
$15,000,000 2d preferred stock at par. This 
would make the working capital equivalent 
to about 41 per cent of sales. It appears 
evident that today all three companies are 
pretty well supplied with working capital. 

Summarizing, then, it appears that all 
three of these companies have greatly im- 
proved their position and that the dividends 
which each of them are paying appear 
pretty well secured. The stocks of the U. S. 
Rubber Co. and the B. F. Goodrich Co. 
by virtue of the fact that they are listed 
on the New York stock exchange have a 
broader market than the Goodyear shares. 
But it is apparent that the shares of the 
latter company have the greatest value in- 
trinsically. 




















The “Poor Old” Boston & Maine 


Struggling in a Morass of Deficits — Financial Readjustment 
Probable After the War—The Millstone of 
Merged Companies 





By MORTON STURGES 





HE position of the Boston & Maine 
R. R. is not an enviable one. 
Government control found it in a 
= maelstrom of operating and finan- 
cial woes. Its showing of earnings week 
by week since August 21, 1916, the first 
day of its receivership, has been pitiful. 
The long series of deficits, broken only by 
the brilliant flash of a surplus of nearly 
five million in 1916, due to conditions 
which may not occur again in a lifetime, 
has been devitalizing. 
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Some holders of the stock have tried to 
find comfort in the fact that the Railway 
Compensation Bill just enacted is to be in- 
terpreted on the basis of standard return; 
that is, that the railroads are to be guaran- 
teed a net operating return equivalent as 
nearly as may be, to the average for the 
three years ending June 30, 1917. The 
argument is that the one phenomenal year 
of 1916 would serve to increase the amount 
guaranteed by the government. But it 
should not be overlooked that there is a 


provision in the law which provides for the 
modification of this rule at the will of. the 
President—that is, in effect, Mr. McAdoo. 

Back in the days of six per cent. divi- 
dends Boston & Maine stock sold around 
175. The road appeared to have a stable 
business and security holders felt entirely 
comfortable. But many investors in both 
stocks and bonds were misled by the 1906 
and 1907 results. 

Tangled negotiations followed the re- 
ceivership. The various interests failed to 
agree on a plan. Lawyers were the only 
ones to profit from this situation. The ma- 
jority desire a plan calling for an assess- 
ment of $30 and $18 for the common and 
preferred shares respectively, while the 
minority or so called “new” plan calls for 
no assessment and provides for a newly 
chartered company and for raising the nec- 
essary funds by the sale of securities. 

But the Director General of Railroads 
and his able assistant Walter D. Hines 
have no time for such matters. They are 
driving the transportation systems of this 
country for one purpose: To Win. They 
are just as much fighting men as those who 
handle our merchant marine. Every flat 
car-wheel, every broken or frozen switch 
frog, every leaky piston packing is as much 
an enemy as a German shell. What time 
have they to worry about the price of B. & 
M. common on the Boston Stock Exchange? 

After the war, therefore, is the time when 
Boston & Maine finances will be readjusted. 
This opinion is the carefully analyzed re- 
sult of statements by the best statisticians 
in the financial district. Meanwhile, the 
prices of the securities may be expected to 
hang around present prices and perhaps 
decline even further as disgusted lifelong 
holders let go. 

“Strategic position” is the accepted 
description of the unique location of the 
Boston & Maine. This hackneyed phrase 
is shared by the Kansas City Southern. 
In fact, old financial men say that when 
“strategic position” is mentioned it is high- 
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ly probable that one or the other of these 
two railroads is being discussed. But the 
essential fact that the Boston & Maine and 
Maine Central Railroads are dependent on 
diversified local traffic and that their 
through traffic is of minor importance, must 
never be overlooked. , In the days of happy 
wedlock with the New Haven things seemed 
different, but today the Boston & Maine is 
the divorced tail of the New Haven dog. 

Seaboard Air Line R- R. is handling a 
holiday traffic in spite of the war, which 
has been encouraging for its passenger re- 
ceipts. The Boston & Maine may be ex- 
pected to do likewise during the coming 
summer season. It would be well, perhaps, 
if some of the smaller speculators would 
take a trip through “the playground of 
America” this year, not in Pullman equip- 
ment but in- the regular coaches with the 
pinochle players, see the water cans which, 
garden-style, are designed to spray the 
thirst of travellers as in days of hoop 
skirts, and get a better understanding of 
the condition of roadbed, equipment, traf- 
fic problems and personnel of the road. 

Because of its many junctions and criss- 
cross connections a freight jam on the Bos- 
ton & Maine is a horrible problem. Add to 
this the frequent snow storms in normal 
winters blocking traffic for days, while in- 
terest charges and overhead, full crew law 
and all, keep right on going with each tick 
of the clock and it will be realized that the 
problem for the Boston & Maine executives 
is a most discouraging one. 

The question has been asked as to why 
the present conditions differ from the days 
of 1893 to 1907 with stock averaging 
around 175. The answer is three fold: (a) 
Rise in operating costs. (b) Federal su- 
pervision of rates. (c) The New Haven 
disgorgement. 

A well-worn millstone about the neck of 
the Boston & Maine is the list of nineteen 
separate stocks of merged or subsidiary 
companies, upon which the Boston & Maine 
has placed its guaranty. While no definite 
plan for adjusting these leases has been 
adopted, it will be recalled that the Boston 
& Maine has petitioned several State legis- 
latures for the abrogation of certain of these 
fixed charges. This point is brought out 
with the idea of emphasizing the unfor- 
tunate legal position of the Boston & Maine 
and the retroactive disadvantages of its 


position. Passing through many small 
states, with many of its subsidiaries located 
in two or more states, it has been the prey 
of politicians for many a year. 

Concluding then, it must be admitted 
that poor physical condition of road and 
equipment, legal impediments and _ heavy 
capitalization have proved onerous to the 
Boston & Maine. But most disastrous has 
been the diversion of traffic as a result of 
the agreement by which the New Haven 
must sell its Boston & Maine stock by next 
February. Government control may alter 
the Department of Justice’s arrangements. 
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Rising costs, and very slow growth of 
traffic strengthen the conclusion that there 
is not much of a silver lining to the dark 
clouds which now overhang the B. & M. 

Rehabilitation will be a serious problem. 
How it can be accomplished is still a ques- 
tion for the future. 














Torrington’s Reorganization 


Elimination of German Competition and the Result — Divi- 
dend Policy—Stock’s Prospects 





By A. SHUKRI 





HE recent reorganization of the 
Torrington Company affords an 
opportunity for comment on an 
old and strongly established or- 

ganization which is seldom the subject of 
press or public notice, and yet has a con- 
sistent record of earnings and dividend dis- 
bursements such as any company might 
well be proud of. 

Incorporated in 1898 in the state of 
Maine, this company controls, through sev- 
eral constituent manufacturing companies, 
factories at Torrington, Conn., Springfield, 

TABLE I. 

TORRINGTON COMPANY 


Earnings, Dividends and Prices 
Stock Prices 
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Mass., and in England and Germany. The 
company manufactures a diverse array of 
articles such as sewing machine and knit- 
ting machine needles, carpet sweepers, bi- 
cycle spokes, nipples and swaging ma- 
chinery. The plants of the company are as 
follows: Excelsior Needle Co., Torrington, 
Conn., manufacturing sewing machine 
needles, knitting machine needles and hook 
needles, also machinery and some minor 
articles employing from 900 to 1,000 opera- 
tives; The Standard Co., Torrington, Conn., 


manufacturing spokes, nipples and pedals 
for bicycles, employing 200 operatives; the 
Coventry Swaging Co., Ltd., of Coventry, 
England, manufacturing bicycle spokes, 
nipples and sewing machine needles; the 
Metallwaaren Gesellschaft mit Beschr. 
Haft. of Aachen, Germany, manufacturing 
sewing machine needles, knitting machine 
needles and hook needles. 

On June 1, 1917, Torrington Company, 
which had been operating under a Maine 
charter, decided to change its domicile to 
Connecticut, in which state a new company 
of similar name was organized, but with 
an authorized capital greater than that of 
the old corporation. 


Increased Capitalization 


Compared with the old capitalization of 
$4,500,000 divided into $1,000,000 cumu- 
lative 7% preferred and the remainder 
common, the new company has a capital 
of $11,000,000 divided into 440,000 shares 
each of the par value of $25—40,000 
shares preferred and 400,000 shares of 
common. The preferred stock is entitled 
to dividends at the rate of 7% per annum. 

The several subsidiary companies held 
by the Maine Corporation have been dis- 
solved and their property, including land, 
buildings, stock and manufacturing equip- 
ment conveyed to the new corporation. 
Torrington Company, therefore, originally 
a holding corporation, has during the course 
of the preceding year been transformed in- 
to an operating company through a com- 
plete reorganization of its subsidiaries. 

The earnings of the Torrington Com- 
pany have been remarkably consistent. In 
1906 11.84% was earned on the common 
stock. For the succeeding ten years the 
company earned substantially the same per- 
centage, as shown in Table I herewith. In 
1908 the earnings were at their lowest, 
9.58%; and in 1914 at their highest, 
15.16%. There is nothing sensational 
about a range of 6% in a period of over 
ten years. The year 1916, however, marks 


a new era in the history of Torrington 
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Company. From less than 10% in 1915 
the earnings took a leap to 26.31% in 
1916. 


German Competition Eliminated 


Torrington Company happens to be one 
of those lucky corporations to which war 
has brought prosperity. A very large per- 
centage of needles, spokes, nipples, etc., 
used in the United States and manufac- 
tured by the Torrington Company were im- 
ported from Germany. The elimination of 
German competition, therefore, explains the 
large earnings of the company beginning 
1916. It is true that competition, especial- 
ly from Japan, is gradually setting in, but 
the increasing demand for the products of 
the company, especially since the entrance 
of the United States into the war, will tend 
to maintain earnings. 

The magnitude of government business 
in textiles, for example, in the manufac- 
ture of which the use of the company’s 
products is essential, continues to broaden. 
As shown in Table II, 40 per cent of wool 
carding and wide loom weaving is now en- 
gaged for government purposes: and a very 
generous use is being made of the broad 
capacity of worsted machinery. Estimates 
made some time ago which showed that 
about 30% of the machinery manufactur- 
ing cotton goods was employed by the gov- 
ernment, if revised at all, should be revised 
upwards. 

Dividend Policy 


Dividends of 8% were paid on the com- 
mon stock consecutively from 1898 to 1916. 
The company is now on a 12% basis, pay- 
ing 3% quarterly. In 1917 a 4% extra 
and a 1% special Red Cross dividend was 
paid, bringing the total to 17% for that 
year. In regard to 1917 earnings, we have 
obtained a special statement from the treas- 
urer of the company, which may be sum- 
marized as follows: 

The Torrington Company in its fiscal 
year 1917 was a holding corporation and 
its “earnings” consisted of dividends re- 
ceived from subsidiaries, together with 
some interest received on bank deposits and 
other miscellaneous receipts. “The earn- 


ings of The Torrington Company’s sub- 
sidiary corporations for the year were of 
the usual volume, but the subsidiaries hap- 
pened not to pay over to the holding 
corporation dividends in corresponding 





amounts. The present rate of earnings of 
the common stock has not been computed, 
but it is safe to say that they were at least 
as much as the dividends paid on that 
stock.” 

Just why the subsidiaries “happened not 
to pay” is. not clear. 

The entire bonded indebtedness of the 
company is represented by $42,000 5% 
gold bonds. This is the amount outstand- 
ing of an issue of $1,000,000 dated Sep- 
tember 1, 1898, and due September 1, 1918, 
$958,000 of which has been redeemed and 
cancelled. Interest is payable March and 
September 1, at the office of the trustee, 
New England Trust Company, Boston, 
Mass. These bonds have been subject to 
call at 110 and interest on any interest date 
and appear to be well protected by wide 








TABLE IL. 
PERCENTAGE OF IDLE MACHINERY IN 
WOOL INDUSTRY TO TOTAL 
Aug. 1, 1917....13.26 Dec. 31, 1917.... 8.53 
Sept. 1, 1917....11.73 Jan. 1, 1918..... 9.46 


Gee, 3, Biltcccce 10.39 Feb. 1, 1918..... 
Nov. 1, 1917..... 9.55 


‘PRRCENTAGE OF WAR ORDERS TO 
TOTAL OF OPERATIONS 


Aug. 1, 1917.....24.98 Dec. 1, 1917..... 38.75 
Sept. 1, 1917....26.61 Jan. 1, 1918......38.03 
Oct. 1, 1917...... 28.60 Feb. 1, 1918..... 38.72 


Nov. 1, 1917..... 33.09 








equities in both property and earnings and 
entitled to an excellent rating for bonds 
of this character. 

Torrington Company common selling at 
48 (par $25) has the appearance of being 
well worth it. The company has been a 
consistent money maker and has paid 8% 
dividends consecutively since 1898. By the 
increase of earnings to more than double in 
1916 the company has increased its regular 
dividends to 12% or $3.00 per share. Just 
what effect the reorganization and increase 
of the capital stock will have we do not as 
yet know. Such a step, however, ought to be 
advantageous, both in efficiency of manage- 
ment and economy of operation. The many 
taxes being levied upon corporations and 
their earnings and the growing unpopu- 
larity of holding companies have undoubt- 
edly been the subject of serious considera- 


tion by Torrington’s management. 
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ATCHISON—Receipts Expand $21,200,- 
000—For 12 months company’s gross ex- 
panded more than $21,200,000, but owing to 
the unusually large increase in operating costs 
net sustained a loss of about $1,250,000 as com- 
pared with 1916. In the fiscal year ended June 
30, 1917, company earned 15.02 r cent., 
against 12.30 per cent. in the previous year. 
On the basis of available figures, company for 
the calendar year 1917 earned 14 per cent. For 
the 12 months the percentage of return on 
prope investment was 6.28, as against 6.65 
in 1916. Atchison like Union and Southern 
Pacific in 1917, enjoyed a highly prosperous 
period, and under ordinary conditions there 
would have been a new high record of gross 
and net. The gross was the largest on rec- 
ord by several million dollars, but net was 
slightly lower than in the banner year ended 
June 30, 1917. Under ordinary conditions, a 

in of $21,000,000 in gross should show a 
10,000,000 increase in net operating ingpme, 
instead of a loss of $1,250,000. 


BALTIMORE & OHIO—Reduced Earn- 
in Statement of January earnings, to be 
submitted to director in New York, likely 
will show a reduction in revenues, as a result 
of embargoes and weather conditions. 


BOSTON & MAINE—Deficit Shown in 
Report—Report for 1917 shows a deficit, 
after all charges, of $419,384, compared with 
a surplus of $4,790,874 for 1916. The receiver 
said: “Another record has been made in 
operating revenues, which for 1917 amounted 
to $59,450,778, an increase of $4,067,233, or 
7.3% over previous year. As predicted in 
May, 1917, the increased expenses have ex- 
ceeded the additional revenue. For the year 
1917 the operating expenses increased $8,- 
913,224, or $4,845,991 more than increase in 
operating revenues. In other words, with 
an increase of 7% in revenues, the expenses 
increased 23%.” 


CHESAPEAKE & OHIO—Its Favorable 
Position—If average earnings for the three 
fiscal years ended June 30 are to be taken 
as a basis it would seem as though there 
were a very tangible reason to expect that 
Cc. & O. will be in particular favor with 
investors. 
in spite of a steady increase in volume net 
made little gain. The year 1916 witnessed 
one of the largest increases in net. Unlike 


For several years previous to 1915, . 
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most others, it has been fortunate in being able 
to retain most of these through 1917. 

For 1917, it is estimated earnings were 
10%4%. In two out of three years, therefore, 
average, under the proposed bill, will be taken 
as a basis of remuneration—company has made 
extraordinarily large earnings in comparison 
with anything it had done previous to that time, 
namely, 12.21 in 1916, 4.25 in 1915 and 5.06 
in 1911. Average for three years was 8.35, 
against 5 for the previous three years, or over 
twice the present dividend rate. These 
earnings are as large as those of no less than 
six other companies that are paying more in 
dividends, and whose shares are selling from 
15 to 30 points higher than those of Chesa- 
peake. Banking position is strong as a good 
part of the increase in earnings has been re- 
tained in working capital. This item fose 
from $5,700,000, June 30, 1915, to over $13,- 
000,000, December 31, 1916. Cash alone ad- 
vanced from $1,500,000 to $8,750,000. 


CHICAGO, MILWAUKEE & ST. PAUL 
—Directors Defer Dividends—Failure of di- 
rectors to take action on dividends is due to 
the gap between Government’s assumption 
of railroad operation and the passing of a 
law providing compensation for the rail- 
roads so taken over. Other railroads which 
declared dividends in 1918 paid them out of 
1917 surplus earnings or accumulated. sur- 
plus, but directors found that earnings since 
the creation of Government control were 
needed in order to pay the March 1 divi- 
dends and compensation for such earnings 
cannot be authorized until railroad bill be- 
comes law. Although Senate has passed the 
railroad bill, action by the House is awaited 
as well as a conference to adjust the dif- 
ferences between the House and Senate 
measures. Under circumstances the St. 
Paul directors expressed the view that there 
was no change in the Washington situation 
and voted to take no action on the dividends. 


DENVER & RIO GRANDE—Unpaid In- 
terest on Bonds—Payment of interest on 
first mortgage bonds, due Feb. 1, 1918, de- 
pends upon enactment of railroad bills. 
Compensation which will be provided to all 
railroads as soon as President Wilson signs 
the measures will furnish funds to meet 
this interest. In fact, Denver & Rio Grande 
earned a surplus in 1917, and with the earn- 
ings in January default in these bonds would 
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not have occurred had the road escaped the 
Western Pacific judgment and the receiver- 
ship that followed. 


ILLINOIS CENTRAL—Stops Issuing 
Earnings Report—Has decided to discon- 
tinue the issuance of monthly reports of earn- 
ings to its stockholders. The following nctice 
has been sent out: “Under the provisions ot 
an act of Congress, approved Aug. 29, 1916, the 
President of the United States has taken pos- 
session and assumed control of the railroads of 
the country. It follows that Lllinois Central 
is no longer operated as an individual system 
by its own management, but its operations have 
been merged into the railroad system of the 
country as a whole. Its engines, equipment, and 
men may be, and are being transferred wher- 
ever it is decided that they are more urgently 
needed, its shops and forces may be used to 
repair the engines and equipment of any other 
company, as determined by the Director Gen- 
eral of Railroads, and are being so used. For 
many years it has been customary for this 
company to send a monthly statement of its 
earnings to its stockholders. In view of the 
situation such statements are no indication of 
its earning capacity as its individual system, 
and can be of little or no value to its security 
holders. Therefore it has been determined for 
the present to discontinue such practice.” 


KANSAS CITY SOUTHERN—Position 
of Refunding 5s—Facing the prospect that 
the railroads will have to provide for their 
own maturing indebtedness for some time to 
come, it must be encouraging to holders of 
the Kansas City Southern securities to note 
that no maturities of any sizable propor- 
tions will occur before 1950. Of $49,025,000 
funded indebtedness outstanding, 000,000 
matures in 1950. Equipment trust notes 
amounting to $875,000 will mature serially 
from June, 1918, to 1924, but with net earnings 
after charges last year running at the rate of 
more than $2,000,000 per annum no trouble 
should be anticipated from this source. In 
spite of this favorable situation the $18,000,000 
outstanding refunding and improvement 5s are 
selling at the lowest level since they were is- 
sued. At 75 they yield about 7 per cent. and 
are secured by a second mortgage on prac- 
tically the whole property of the company, sub- 
ject, of course, to a prior lien of $35,000,000 
first 3s, maturing also in 1950. This low price 
is established by the high income return on 
securities obtaining to-day, but a secondary 
factor is the selling of foreign holdings of 
the bonds, London and Amsterdam having 
absorbed a large amount of them when issued 
several years ago. 


N. Y.. NEW HAVEN & HARTFORD— 
Expectation of Government Aid—Both 
Connecticut Public Utilities Commission and 


Massachusetts Public Service Commission 
have approved preferred stock issue, the 
amount authorized being 442,000 shares, in- 
stead of the original 450,000 asked. This is 
due to reduction of outstanding note issue. 
Officials do not have any expectation that 
they will now be able to utilize the preferred 
stock as a method of financing the notes. 
The expectation is that Government aid will 
be extended in meeting obligations. As 
soon as the railroad bill has passed a plan 
should soon thereafter be formulated for 
taking care of materials. Mr. McAdoo in- 
dicated that where Government aid is neces- 
sary, it will be extended. There is not much 
question as to the necessity in the New 
Haven case. In the year ended Dec. 31 last 
New Haven showed a surplus after charges 
of $2,404,095, equivalent to $1.53 per share 
of stock. This money, of course, all goes 
back into property, as earnings have been 
doing for several years past. The price 
offered for 18,750 shares of Eastern Steam- 
ship preferred by Boston banking interests 
was $52 a share, the price quoted on the 
Boston Curb. This is carried on New Haven 
books at $1,837,500, or $98 a share. Under 
Federal decree New Haven is required to di- 
vest itself of these by April 1, but it is quite 
likely that the court may extend the time 
for another year. So great has been im- 
provement in Eastern Steamship affairs 
that the New Haven is hopeful of getting a 
better offer for its holdings. 


PENNSYLVANIA —Record Gross But 
Net Falls Off—The annual report shows 
though gross of $255,093,494 was the largest 
ever shown the net income after fixed charges 
was but $37,112,003, against $50,137,544 in 1916. 
This is after deducting sinking fund charges 
of approximately $2,000,000 and represents 7.42 
per cent. on the $500,000,000 stock, as compared 
with 10.02 per cent. the year before. For the 
first time in its history Pennsylvania reports 
as many as 100,000 holders of its shares. In 
July. 1914, the number of shareholders was 
90,359. At that time 14.88 per cent. of the 
capital stock, amounting to $499,265,700, was 
held abroad. At present the amount of stock 
held abroad is only 2.10 per cent. In other 
words, since the beginning of the war over 
$60,000,000 par value of stock held in foreign 
countries has been absorbed here. The amount 
of stock held abroad is now only approxi- 
mately $10,000,000 par value. Evidently inves- 
tors in this country have maintained confidence 
in the shares and in railroad shares generally, 
as other railroad companies also have reported 
continued increase in number of shareholders. 


ST. LOUIS-SAN FRANCISCO—Bonds 
Authorized—This company has been author- 
ized by the Missouri Public Service Com- 
mission to issue $2,890,000 in bonds to cover 
expenditures for equipment. 
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ALLIS-CHALMERS—No Early Distri- 
bution for Common—A director states 
that despite prosperity, common stockholders 
need not look for any distribution until suf- 
ficient surplus has been accumulated to assure 
uninterrupted payment of the preferred divi- 
dend indefinitely after arrearage is paid up. 


AMERICAN SUGAR—Investments in 
Other Companies—Company holds, solely 
as an investment, stock in beet sugar com- 
panies, $12,600,000 par value. It also holds 
$400,000 of the obligations of the Iowa Sugar, 
and an equal amount of the obligations of 
Continental Sugar. Its interest in the National 
Sugar Refining, not a beet company, is $2,500,- 
000 out of a capitalization of $10,000,000. The 
Iowa sugar plant has not been operated for 
years, and American Sugar’s investment there- 
in is considered more of a liability than an 
asset. 


AMERICAN SUMATRA TOBACCO— 
Earnings—The company’s report covering 
operation for the six months ended January 
31, shows net $948,089, equal to $11.45 a share 
on the $6,813,300 common, after allowing for 
dividends on the preferred stock. 


BALDWIN LOCO.—Earned $24.53 a 
Share in 1917—The company reported earn- 
ings of $8,305,722 for year 1917. After paying 
the $1,400,000 pfd. dividends the balance, 
$6,905,722 was equal to $34.53 on $20,000,000 
common, against $6.10 in 1916, after charging 
off cost of Eddystone buildings and machinery. 
The $34.53 given does not include the undis- 
tributed profits for the year of Standard Steel 
Works, of which Baldwin owns all the stock. 
Profits of this company were $2,916,960, equiva- 
lent to another $14.58 a share of Baldwin com- 
mon. The balance sheet of the two companies 
shows $9,822,682 was added to surplus for 
1917, or the equivalent of $49.11 on Baldwin 
common. It does not also include operations 
of the reorganized Eddystone Munitions Co. 
Despite the large amount carried to surplus for 
the year, total surplus is carried at $55,346, 
against $8,949,624 a year previous. This was 
because $15,800,000 was written off against 
good will, etc., this item being reduced to 
$899,299 at the end of the year. 


meg fy ge for 1917—The com- 
pany earned $21 after all charges and taxes 
on the $17,723,900 common against $32 in 1916 
on $11,298,200 common. 


BETHLEHEM STEEL—$25,000,000 to 
Be Spent on Sparrows Point—Charles M. 
Schwab, in a visit of inspection of the Spar- 
rows Point plant, announced that the company 
would moore another $25,000,000 in improving 
the plant. The company a short time pre- 
viously made improvements which cost $25,- 
000,000. 

CENTRAL LEATHER—Earnings for 
Fourth Quarter 1917—Earnings of company 
fourth quarter of 1917 were $2,094,991, as 
against $2,373,535 in the third quarter, $4,980,- 
359 in the second quarter, and $6,794,175 in the 
first quarter. The results for the last quarter 


were a disappointment, as well-informed men 
in the leather trade had been predicting an 
increase. The falling off was attributed to 
heavy reserves set aside for taxes, and bad 
transportation conditions. The report for year 
shows a balance of $12,073,925 available for 
the $39,701,030 common, equal to $30.41, com- 
pared with $13,158,272 for the common in 
1916, equal to $33.14. The balance sheet shows 
oven of $28,884,668, against $20,383,668 in 


CHANDLER MOTOR—12% Dividend 
Justified—The placing of the company’s $7,- 
000,000 stock on a regular 12 per cent. annual 
basis was justified by satisfactory earnings, 
due to profits to be realized from Government 
orders. Heretofore Chandler has been paying 
2 per cent, regular quarterly, with an extra 
quarterly disbursement of 1 per cent. Demand 
for this company’s stock was apparently the 
reflection of the receipt of a Government order 
more than of the annual report. Although 
Chandler is selling to yield better than 12 per 
cent., there appears to be no danger of the 
dividend being reduced. 

CORN PRODUCT—Profits for 1917— 
For 1917 the company reported net of $11,348,- 
460, as against $6,083,746 in 1916. Surplus 
available for common dividends for the year 
amounts to $9,260,577, as against $4,443,367 in 
the preceding year, equal to more than 18 per 
cent. on the common. Allowances were made 
for excess profits taxes ($3,500,000) and de- 
preciation ($2,050,676) and assets at the end 
of the year were ten times greater than the 
liabilities, indicating the strong cash position 
of company. 

DISTILLERS—Earned $14.83 in 1917— 
Report for 1917 shows net $4,790,432, equal to 
$14.83 on $32,295,980 capital. In the fiscal year 
ended June 30, 1916, net profits were $3,327,094, 
equal to $10.59 on $31,435,681 stock. The bal- 
ance sheet shows a surplus of $10,423,095, 
against $8,590,845, June 30, 1917, and $5,648,299, 
June 30, 1915. 

GENERAL MOTORS—Increase in Stock 
—Following a meeting, the directors have 
made the recommendation of an increase in 
the authorized stock to shareholders as 
follows: In the 6 per cent. pfd. from 
$20,000,000 to $50,000,000 and in the com- 
mon from $82,600,000 to $150,000,000, thus mak- 
ing a total authorized capital of $200,000,000. 
The company is to purchase assets of Chevro- 
let exclusive of the stock holdings in General 
Motors, paying therefor 282,684 shares ($28,- 
268,400) of the common stock of General 
Motors. 

B. F. GOODRICH—To Reduce Capital— 
A special meeting of stockholders will be held 
after the annual meeting to authorize a reduc- 
tion in the preferred stock from $26,400,000 to 
$25,500,000. After $1,844,000 preferred divi- 
dends the balance of net profit for 1917 avail- 
able for the $60,000,000 common stock was 
equal to $1449 a share, as compared with 
$12.76 in 1916. 

LIGGETT & MYERS—War Taxes, 1917 
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—While not shown in the annual report, earn- 
ings for 1917 equal $28.66 a share after war 
taxes. These compare with $25.64 in 1916. War 
taxes have cost nearly $1,000,000, equal to close 
to $5 a share, $21,000,000 common stock out- 
standing. 

NATIONAL ACME—Earnings for 1917 
—Company earned $8 on 500,000 shares of 
stock against $12 per share in 1916 when there 
were no excess taxes. Although share profits 
in 1917 were 33 per cent. less than the pre- 
vious year, the decline in net was but about 
15 per cent, the difference being accounted for 
by the interposition of the Federal war taxes. 


NATIONAL ENAMELING — Tremen- 
dous Earnings—Action of directors in plac- 
ing the $15,591,000 common on a regular 6 per 
cent. dividend basis was as expected. The 
company during the 1917 year showed a greater 
balance for the common than in the previous 
ten years combined. Surplus for the junior 
stock after deduction of 7 per cent. dividends 
on preferred was $4,866,286, equal to $31.21 per 
share. The impressiveness of this 1917 per- 
formance is brought out when it is stated that 
the net profits after charges and interest of 
$5,618,548 were $2,887,365, or 105.7 per cent. 
greater than the $2,731,183 earned in 1916—up 
to 1917 the banner period in the corporation’s 
history. It is understood that the company 
has a net working capital of between $7,000,000 
and $7,500,000, practically a 70 per cent. in- 
crease from the 1914 figures. Its common stock 
has a book value of about $52. Company has 
used a considerable part of its prosperity in 
plant expansion, which is perhaps one reason 
its bonds, amounting to only $2,473,000, have 
not been radically reduced. 


PRESSED STEEL CAR—1917 Net De- 
creased— The aggravating thing about 
Pressed Steel’s 1917 record is that its gross 
broke into new high ground, very decisively to 
$44,034,844, an increase of $12,832,200, or 41 
per cent. over the 1916 total. And yet Pressed 
Steel has had several years when the net 
profits exceeded the 1917 showing. The net 
of $2,430,308 was actually $620,844, or 20.3 
per cent. less than the previous year. 


SAXON MOTOR—Detroit Plant Sold— 
A deed of transfer of the Michigan Ave. 
branch of the company to the Industrial Ter- 
minal Corp., for a consideration of $800,000, 
has been filed in the office of the register of 
deeds. Industrial Terminal Corp. took over 
the plant for the purpose of manufacturing 
war munitions. 


STUDEBAKER—1917 Net Falls—Final 
figures in 1917, after allowing for war profits, 
will probably be below earlier estimates, as the 
last quarter’s operations were unsettled by the 
transition to a new mode! of passenger car 
and by the beginning of the company’s war 
business on a substantial scale. The report 
likely will show about 8 og cent. or 9 per 
cent. on the common stock after war taxes. 
Previous estimates had been as high as 13 per 
cent. 


TOBACCO PRODUCTS — Annual Re- 
port—Showed $1,491,709 available for the 
common. This is about $9.50 on the common, 
against $5.42 in 1916. These do not take into 
account war taxes not yet estimated. 

UNDERWOOD TYPEWRITER—$200 a 
Share in Quick Assets—In 1917 company’s 
net profits were $3,271,971, nearly four times 
as much as in 1914, an increase of nearly 300 
per cent. In fact the net profits even after 
deduction of a relatively heavy Federal tax 
exceeded all former records and left the larg- 
est profits for the $8,600,000 common that the 
company has ever shown. Underwood in 1917 
showed a balance of 21.2 per cent. on Seri 
common, against 20.9 per cent. on 500,000 
common in 1916. During 1917 Underwood set 
up $500,000 for excess and other Federal taxes. 
Actual profits in 1917, therefore, compared with 
the previous year were nearly 27 per cent., 
against 20.9 per cent. in 1916. Despite pay- 
ment of 11 per cent. in common dividends the 
company carried $980,652 to surplus, which 
now stands at $6,525,019, a sum equal to $75 
a share on common, 

UNITED CIGAR—Earnings for 1917— 
Report for 1917 shows net of $3,423,501 or $9.41 
a share against $3,059,933 or $11.45 in 1916. 
War taxes account for the decrease. There 
was a surplus of $3,683,216, compared with 
$3,231,661 Dec. 31, 1916. 

UNITED DRUG—Earnings Justify In- 
creased Dividend—In his remarks to stock- 
holders accompanying the 1917 report, Pres. 
Louis K. Liggett states: “Expectations to reap 
a substantial benefit in 1917 from the consoli- 
dation of the United Drug Co. and the Riker 
& Hegeman Co. were thought by some of our 
stockholders to be too optimistic to be real- 
ized in so short a time. There was no new 
capital brought into the parent company dur- 
ing the year. The increased business, new 
stores, added equipment and enlarged facilities 
have been financed with profits and a com- 
paratively small amount of floating capital, ex- 
cept as to the Seamless Rubber Co. Earnings 
amply justified an increase in the dividend rate 
on the common stock, which is now 5 per cent., 
but your executive committee considers it pru- 
dent to conserve cash resources. 

UNITED STATES RUBBER—Earnings 
for 1917—Report for 1917 shows $28.77 a 
share for $36,000,000 common after allowances 
for war taxes, against $15.12 a share on same 
amount of stock in the previous year. The 
sales amounted to $176,159,694, or slightly less 
than $50,000,000 over the previous twelve 
months, a gain of 40 per cent. 


U. S. STEEL—To Retire Bonds—$1,834,- 
000 10 to 60 year 5 per cent. bonds for the 
sinking fund will be retired May 1, according 
to an announcement made recently. The draw- 
ing has just been made. Prior to 1913 the 
corporation purchased them for its sinking 
fund in the open market, but since that time 
they have been retired by drawings. The 
— of these bonds outstanding is $178,- 
165, 























Goodyear Second Preferred 


C. A. M., Cleveland—In referring to Good- 
year Tire & Rubber 8% 2nd pref. as among 
“second grade securities” in our last issue, we 
may have given a wrong impression. There is 
no fault to be found with this issue. It is 
well protected by earnings and the long pull 
prospects of the company are good. The 
company has no bonds and there is a provision 
that net quick assets must be constantly main- 
tained at not less than 100% of the par value 
of both classes of preferred stock. In using 
the expression “second grade securities” we 
were comparing this stock with high grade 
bonds and did not intend any reflection upon 
its investment rating. 





Strong Foreign Governments 


R. F, A., Lebanon, Pa.—Canadian Munici- 
pals, such as the City of Edmonton Bldg. 5’s, 
are O. K., as far as the ultimate safety of prin- 
- and interest is concerned. Such bonds, 
of course, are likely to move lower in the event 
of a long-continued war because of the com- 
petition with higher rates on succeeding gov- 
ernment and municipal loans. We consider 
the Republic of Cuba 5’s and the Japanese 
4's, Gavan stamped, as.very desirable gov- 
ernment bonds to hold regardless of tem- 
porary price fluctuations. 

There is some element of speculation 
in the Anglo-French bonds. Their position 
was outlined on page 378 of the December 22 
issue of the Macazine. You should hold these 
securities only if you are willing to accept the 
risk of a further decline. Of course, if the 
war situation becomes so serious as to en- 
danger the security of these bonds, you may 
take it for. granted that all other securities 
will be affected. 





Russian Bonds’ Dilemma 


R. M. H., Denver, Colo—Russian Internal 
3%s are as impossible to analyze as it is to 
guess what the Russians will do next. Al- 
though speculative, Russian bonds have prob- 
ably discounted everything except extinction 
of all the tremendous natural resources of this 
vast, rich country. Repudiation has been sug- 
gested, but we hardly believe that official Rus- 
sia will “get away with it.” It is not in the 
interest of the Central Powers to allow Russia 
to avoid payment since the Teutons are strong 
for indemnities. The Entente Allies, ultimately 
victorious, will certainly enforce payment. 
Whichever way it goes, it looks as if Russia 
cannot escape the debt, and we would advise 
you to hold your bonds and await the outcome. 
You would incur a heavy loss by selling ,and 
you appear able to assume the risk involved. 





Pennsylvania’s Prospects 
. H. W., Little Rock, Ark.—Pennsylvania 
was fully analyzed in the Dec. 22nd issue, and 
we suggest that you study the article which 
explains why this issue has not enjoyed the 
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advance that other kindred stocks have. Penn- 
sylvania is generally a dignified slow mover, 
and there is nothing in its situation which 
calls for great enthusiasm. When the mean- 
ing of a Government guarantee is more gen- 
erally realized by investors throughout the 
country, the shares should advance substan- 
tially in spite of inherent handicaps, as it is an 
investment favorite. 


Rubber Versus Willys 


V. C. W., Butte, Mont—U. S. Rubber Pfd 
is sound, and it is probable that company will 
maintain dividends on this senior issue in good 
or bad times. But the shares are not more 
attractive than Bethlehem Steel new 8 per 
cent. Pfd. or Willys-Overland Pfd. If you 
were to sell your Rubber Pfd. and watch your 
opportunity, you should be able to switch into 
these to advantage, during the next decline in 
the market, and repurchase Rubber at a more 
attractive level. 








Short-Line Problems 


R. P. G. Wheeling, W. Va—Gross for 
Green Bay & Western R. R. Co. for eleven 
months of 1917 were $758,399, as compared 
with $779,736.16. Final net was $129,962, 
against $209,438 for 1916. On August 5th, 
1917, the general manager was appointed re- 
ceiver for the Waupaca-Green Bay R. R. (af- 
filiated with Green Bay & Western), due to 
the fact that interest on a $75,000 bond issue 
was not met when due. There was earned on 
“B” debentures in 1914 1.20 per cent., in 1915 
1.91 per cent., in 1916 1.94 per cent. That 
would make a total of $5.05 on each deben- 
ture “B” for the three years of 1914, 1915- 
1916. We have no information that this road 
will be included in Government operations or 
that its earnings as a “short line” fall within 
the scope of the general Government guaran- 
tee. Its chances are rather uncertain. 


Some High-Grade Bonds 


R. G., Brooklyn, N. Y.—We have rearranged 
your list of bands in the order of preference, 
taking into consideration safety, rating and 
probable stability in market value. 

New York Airbrake 6 per cent. due 1928; 
Canadian Pacific 6 per cent notes due 1924; 
Texas Company 6 per cent. notes due 1931; 
New York Central 6 per cent. notes due 1935; 
Wilson & Co. 6 per cent. bonds due 1941; U. S. 
Rubber 5s due 1947. 

We suggest that you exchange your U. S 
Rubber 5 per cent. bonds of 1947 for Chicago, 
Burlington & Quincy, joint collateral 4s, se- 
cured by a deposit of over 1,000,000 shares of 
Chicago, Burlington & Quincy stock, callable 
at 105 and interest. These bonds are a joint 
obligation of Great Northern and Northern 
Pacific Railway. Their security is beyond 
question, and the bonds are now on the bar- 
gain counter. Generally, we prefer long-term 
bonds to short-term notes, at present. 
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Third Avenue’s Peace Prospects 


Rising Costs Have Cut Heavily Into Earnings—Will Normal 
Conditions Enable Company to Resume Interest 
Payments on Its Income 5s? 





By FREDERICK LEWIS 








HE Third Avenue Railway Co. 
was incorporated in New York 
April 10, 1910, and on Decém- 

: ber 31, 1911, succeeded to the 
property of the Third Avenue Railroad 

Co. sold under foreclosure March 1, 1910. 

Under the reorganization plan the company 

was provided with sufficient funds to free 

it of debt and provide sufficient working 
capital to properly conduct its business. 

From the time the present company 
took charge up to the 1917 fiscal year, 
earnings made a very fair showing. The 
year ended June 30, 1917, however, proved 
to be a very disastrous one, and while the 
current fiscal year will make a much bet- 
ter showing, it will not compare favorably 
with the years preceding 1917. 

Costly Strike 

For the year ended June 30, 1917, a $1,- 
622,326 deficit, after interest payments, was 
reported (see accompanying graph). A 
four months’ strike on the lines of the com- 
pany was the most important factor in 
causing the shrinkage, and it is estimated 
that this strike cost the company in the 
neighborhood of a million and a quarter. 
The increased cost of labor and materials, 
with no increase in the charge for transpor- 
tation, also tended to reduce earnings and 
it is these increased costs that are, at the 
present time, preventing Third Avenue 
from making as good a showing as it did 
before the war. 

For the six months ended December 31, 
1917, net income, after taxes, totaled $1,- 
263,032, an increase of $1,264,892 over 
the six months ended December 31, 1916. 
This is equal to 2.08% on the adjustment 
mortgage income Ss. The directors, how- 
ever, saw fit to set aside $494,386 of these 
earnings as a reserve to preserve earning 
power. This action was probably taken 





because of the large deficit for the 1917 
fiscal year, which had impaired the work- 
ing capital of the company. Working 
capital as of June 30, 1917, stood at only 
$1,761,060, compared with $3,504,669 as 
of June 30, 1916, a decrease of $1,743,- 
609. 
Capitalization 

Third Avenue Railway Co. is capitalized 
as follows: First mortgage 5s, due July 1, 
1937, $5,000,000. First refunding mort- 
gage 4s, due January 1, 1960, $21,990,500 
(including $2,520,000 held in depreciation 
and contingency fund). Adjustment mort- 
gage income 5s, due January 1, 1960, $22,- 
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536,000. Total funded debt $49,526,500. 
Capital stock $16,590,000, par $100. 

In the seven year period ended June 30, 
1916, the company earned the interest on 
the adjustment bonds in each year with a 
substantial margin to spare. The average 
earnings for the period being equal to near- 
ly 9% per annum on the income 5s. 

The income 5s are a lien on the éntire 
property of the company, subject only to the 
first Ss and the refunding 4s. Interest has 
been regularly paid on these bonds from 
January, 1913, to April 1, 1917. In 1917 
only 144% was paid. As the interest on 
these bonds is cumulative there is now due 
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THE MAGAZINE OF WALL STREET 





3¥%4% back interest. The physical valua- 
tion placed on the property of the Third 
Avenue Railway Co. by the Public Service 
Commission is $42,373,010. Net liquid 
assets of $1,761,060 brings the total up to 


over $44,000,000, which is equal to 75 for . 


the income 5s, after deducting the par value 
of the first 5s and the refunding 4s. 
Hearings are now pending before the 
Public Service Commission for authoriza- 
tion to charge 2 cents’ for transfers. The 
increased cost of operating is given as the 
reason for the petition. Should it be 
granted, it would mean an important in- 
crease in operating revenues. Another point 
to consider is the agitation throughout the 





THIRD AVENUE’S EARNINGS. 
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fortable margin to spare. There is every 
reason to believe, therefore, that when the 
war is over and normal prices for materials, 
etc., are again established, interest on these 
bonds will again be paid regularly. 

Should public ownership of the public 
utilities be put through in New York State, 
the income 5s would, in all probability, 
fare very well as the physical valuation 
placed on the Third Avenue property by 
the Public Service Commission gives these 
bonds an asset value of 75% of par. 


Position of Stock 


Since reorganization dividends were paid 
on the stock in only one year, 1916, when 
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country by the street railway companies to 
have fares increased from 5 to 6 cents. 


Position of Income 5s 


At present prices of around 28 Third 
Avenue income 5s look like an attractive 
speculation. Even under present highly un- 
favorable conditions the company is earn- 
ing about 4% on the bonds, and if the 
Public Service Commission gives some re- 
lief by allowing a charge of 2 cents for 
transfers, it is likely that the interest pay- 
ments can shortly be resumed. 

Under pre-war conditions Third Avenue 
demonstrated over a period of years an 
earning power capable of paying the 5% 
interest on the income bonds with a com- 





4% was paid. In 1916 5.98% was earned, 
in 1915, 4.19%, and in 1914, 3.78%. It 
can be seen, therefore, that even under 
normal conditions a 4% dividend would 
absorb all the surplus earnings. The stock 
is not without possibilities of seeing divi- 
dends again when normal conditions re- 
turn, but is much further away from re- 
turns than the income 5s. 

The income 5s at 28 are only selling 
about 10 points above the stock. In 1917 
the bonds sold as high as 73%4 as com- 
pared with a high of 4834 for the stock 
In view of the much stronger position of 
the income Ss they appear to be a more 
attractive speculation than the stock at 
present price levels. 





























Western Union’s Expansion 


Gross Earnings Have Doubled in Six Years—Great Improve- 
ment in Financial and Physical Condition—War 
Has Helped 





By FRED L. KURR 





ESTERN UNION TELEGRAPH 
CO., while not by any means a 
war stock, has, nevertheless, ben- 
. efited greatly from conditions 

brought about by the world conflict. Cable 

traffic has been greatly stimulated. When 
the United States entered the war in April, 

1917, there was a still further jump in 

cable returns, messages for that month run- 

ning nearly 100% ahead of the same month 

in 1916. 

While the increase in land messages has 
not, perhaps, been so great as in the case 
of cables, it has been of large proportions. 
A glance at the accompanying graph will 
show the remarkable increase that has 
taken place in the gross business of the 
company. Since 1911 gross operating 
revenue has more than doubled. It will 
be noted, however, that all of this increase 
did not occur during the war period. Earn- 
ings of Western Union had been showing 
an increasing tendency before the war 
started. 





Peace Prospects 

It is hardly to be expected that when 
peace comes Western Union will be able to 
maintain gross earnings at their present 
high levels. Business will, urfdoubtedly, 
fall off to a considerable degree. On the 
other hand, expenses are now unusually 
high and when normal conditions return 
the shrinkage in gross will undoubtedly be 
offset, to a certain extent, by decreased 
operating expenses. As an illustration of 
how expenses have grown, Western Union 
in 1916 paid out $1,166,425 for “special 
payments to employes” and in 1917 it is 
probable that as large, if not a larger 
amount, was used for special payments. 

The company has not yet issued its an- 
nual report for 1917, the approximate earn- 
ings for that period, however, can be ob- 
tained from the company’s quarterly re- 
ports. Both gross and net for 1917 broke 
all previous records. This showing is made 
all the more impressive because of the fact 
that close to a million and a half was de- 
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ducted for war taxes. During the year 
634% was paid out in dividends, as against 
earnings of 12.79%, leaving a surplus after 
dividends of $6,031,800. 


Financial Strength 


In the last four years Western Union 
has put back into the property over $19,- 
000,000 from earnings and this is exclusive 
of heavy charges made against earnings 
for repairs, reconstruction, depreciation, 
etc. This large sum has enabled the com- 
pany to strengthen its financial condition. 
Working capital at the present time is in 
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the neighborhood of $27,000,000, whereas 
five years ago it was less than one quarter 
of this amount. The last balance sheet 
issued, as of December 31, 1916, showed 
marketable securities of $14,470,828. This 
represents surplus funds that are not needed 
in the ordinary conduct of the company’s 
business. It can be seen, therefore, that 
Western Union is in such strong financial 
shape that it is warranted in paying out 
practically all of its current earnings, after 
allowing for proper depreciation charges, 
in dividends, should it elect to do so. 

An important event was the re-establish- 
ment of relations with the Pennsylvania 
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Railroad Co. in June, 1917. It is estimated 
that this means an increase of about $500,- 
000 a year in Western Union revenues. It 
gives the company between 800 and 900 
additional offices, including valuable entry 
into the great railroad stations of the Penn- 
sylvania in New York, Philadelphia, Pitts- 
burgh and lesser points. ; 

Dividend Record 


Western Union has one of the best rec- 
ords for unbroken dividend payments of 
the larger industrial corporations of the 
United States. Since 1881 dividends have 
been paid regularly. As the company is 
now stronger than ever before in its his- 


tory, both financially and physically, the 






for the last ten years, 1908-1917, is equal 
to 634% per annum on the $99,786,727, 
par $100, capital stock. This period in- 
cludes three years of unusually large earn- 
ings, as well as three years that were below 
normal. In view of the improved condi- 
tion of the company it is reasonable to 
presume the earnings over the next ten 
years will average somewhat better. It 
would appear, therefore, that the present 
dividend of 6% is fairly secure, especially 
in view of the fact, already mentioned, 
that the company’s financial condition is 
strong enough to enable it to pay out prac- 
tically all surplus earnings in dividends. 


At present prices of around 90 the stock 
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outlook is for an even better record in the 
future than was made in the past. ; 

On December 31, 1917, the net tangible 
assets applicable to the capital stock were 
approximately equal to $130 a share. This 
result is obtained by deducting the par 
value of the company’s $31,994,000 bonded 
debt and all other liabilities from assets, 
as carried on the balance sheet. In view 
of the heavy charges made against property 
account for repairs, replacements and de- 
preciation in the past decade it is good 
opinion that the book value of the com- 
pany’s property is close to its actual value. 


Ten Years’ Earnings 
The average earnings of Western Union 





yields 6.66% as a 6% payer. At the present 
time, however, the stock is paying more 
than this as a 1% extra dividend was paid 
in 1917 and it is expected that another 
extra will be paid in 1918. 


Position of Stock 


As a 6% stock with the dividend reason- 
ably sectre Western Union at present 
prices would look attractive under normal 
conditions in the security market. When 
the fact is considered, however, that there 
are many stocks now yielding from 7 to 
8% whose dividends look just as secure 
as does Western Union’s, the latter stock 
does not appear to be a very great bargain 
at present levels. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





ADAMS EXPRESS—Why Action on 
Dividend Deferred—Secretary Gates said 
that the decision of the managers to defer 
action on dividend was attributable to the 
great increase in expenses brought about by 
war conditions and also by railroad conges- 
tion, and that decision has not yet been ren- 
dered by the Interstate Commerce Commis- 
sion on the company’s application for an in- 
crease of rates. 


AMERICAN GAS & ELECTRIC—Sub- 
sidiary Tenders Asked—Girard Trust Co., 
Philadelphia, will receive sealed proposals 
until 3 P. M., March 15, for sale to it of suf- 
ficient Atlantic City Electric Co. first and 
refunding mortgage sinking fund gold 5% 
' bonds, March 2, 1908, to exhaust $21,457.31 
at price not to exceed 110 and accrued in- 
terest. 


BOSTON ELEVATED—Strike Without 
Arbitration Would Violate Agreement— 
Although talk of a strike is again rife, em- 
ployes cannot resort to such measure at this 
time without violating engagements of their 
union officers on May 1, 1916. It was pro- 
vided that the rates of wages determined 
upon were to be operative from May 1, 1916, 
to May 1, 1919. 


BROOKLYN RAPID TRANSIT—Ac- 
tion on Dividend Deferred—Announcement 
was made that the company had deferred 
action on its dividend “for the present.” 
The prevailing rate had been 1%% quar- 
terly. In 1917 B. R. T. earned a surplus of 
5,079,308, which is equivalent to 6.82% on 
74,455,159 capital stock, an increase of $53,- 
325 over the surplus of 1916, which was equal 
to 6.76% on the capital stock. In the last 
six months of 1917, owing to increase in 
charges on account of rapid transit lines 
placed in operation, there was a decrease in 
surplus of $155,929, compared with same pe- 
riod of 1916. In last six months of 1917 
earned 3.54% on the stock, compared with 
3.70% in the last half of 1916. The plight 
of the company arises from the fact that it 
cannot finance $57,000,000 of notes due July 
1. The dwindling credit of street railway 
concerns has frightened the bankers away 
from this class of securities. Government 
assistance must be appealed to. A mora- 
torium might be declared or stockholders 
might be asked to take the bonds securing 
the notes. Failing in this the courts might 
intervene. 


BROOKLYN UNION GAS—No Action 
on Dividends—Following the meeting of di- 
rectors, Pres. Jourdan stated that no action 
was taken on the quarterly dividend of 14% 
due, as there was no quorum present. No 
date was announced when the next meeting 
for action on the dividend would take place. 
At the last meeting the directors omitted the 


extra 1% dividend, which had been paid 
semi-annually for some time, and declared 
only the 14% quarterly dividend. 

COMMONWEALTH EDISON—Report 
for 1917—Dec. 31 statement shows net in- 
come of $4,677,077, equal to $9.27 a share on 
$50,422,826 capital stock, compared with $4,- 
399,413 net for 1916, equal to $9.59 a share. 
Pres. Insull said: “During the year company 
has derived much benefit from its virtual 
ownership of its own coal mines, both as to 
cost and as to its ability to secure coal when 
needed. During the coming year the com- 
pany expects further to increase its use of 
coal obtained from its own mines.” 


PACIFIC TELEPHONE & TELE- 
GRAPH—Report for 1917—Company’s 1917 
balance is $2,241,828, compared with $2,145,- 
796 for 1916. After dividends of $1,920,000 
on the preferred there remained $321,828 for 
the $18,000,000 common, equal to $1.78 a 
gare. compared with $1.25 a share the year 
efore. 


PEOPLES GAS LIGHT & COKE—Rate 
Increase Opposed—The State Public Utili- 
ties Commission took under advisement for 
two weeks the petition made for a 22% in- 
crease in the rate. The application was op- 
posed by the attorney for the City Council 
on the ground that commission had no juris- 
diction and that company was breaking its 
contract with the city in asking an increase. 
The hearing consisted of reading ordinance 
by the city’s attorneys, which provides 
neither city nor company is to break pro- 
visions in year ending next June. 

PHILADELPHIA ELECTiRIC—6% 
Notes Oversubscribed—Harris, Forbes & 
Co. announced the successful closing of 
2-year secured 6% note syndicate. There 
had been offered $7,500,000 of the notes at 
9734 and interest, netting investors 7%4%, 
and the issue was “three timés oversub- 
scribed. . 

SHAWINIGAN WATER & POWER 
CO.—Report for 1917—Shows net $2,149,367, 
against $1,897,944 in 1916. Pres. Aldred 
said: “For many years we, attempting to 
utilize the water power in Quebec, have had 
to compete with Niagara Falls, which had 
name, power and every advantage over us. 
I may say now that not only have we suc- 
cessfully competed with Niagara, but that 
we are bringing companies into Quebec 
province from Niagara, because, they state, 
we have huge potentialities and unlimited 
future resources. -The United States Gov- 
ernment approached us for erection of a 
plant for manufacture of acetic acid, because 
they feel that we are the only company with 
sufhcient resources to manufacture this in 
large quantities. The United States has of- 
fered to put up all funds necessary for such 
a plant.” 
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Great Potential Mexican Oil Production 


Political Situation and Lack of Transportation the Difficulties 
—Growth of Mexican Output 





By J. W. SMALLWOOD 





S our petroleum requirements have 
expanded we have come to rely 
more and more upon Mexico for 
oil supplies. During the last 

year with our own production far short of 

the demand, our imports from Mexico have 
been especially welcome and at the present 

time we are relying on Mexican oil to a 

greater extent than ever before to help fill 

the gap between production and consump- 
tion. 

Last year we imported over 35,000,000 
barrels of oil from Mexico and still we 
were obliged to take 20,000,000 barrels of 
oil from storage after consuming 320,000,- 
000 barrels of our own production. 

It is estimated that our requirements for 
1918 will approximate 400,000,000 barrels. 
If production fails to increase there will 
be a shortage of 80,000,000 barrels, aside 
from Mexican imports, while at the be- 
ginning of the current year our total crude 
oil surplus amounted to only 160,000,000 
barrels. 

Is Mexico able to: fill the increasing de- 
mands which are now being made upon 
her? In order to answer this question we 
do not have to consider whether the Mexi- 
can fields are capable of turning out in- 
creased quantities of oil. In no other field 
in the world has development work been 
hampered to such an extent as in Mexico, 
but still that country probably ranked 
second among the oil-producing nations 
last year and is now supplying a consider- 
able proportion of the petroleum require- 
ments of the United States and probably 
the bulk of the fuel oil needs of the Brit- 
ish Navy. 

The World’s Greatest Oil Field 

The strip of land extending along the 
Gulf Coast for 150 miles comprises an oil 
reservoir with which no other known oil 
field in the world can compare. The wells 





which have already been drilled in are 
credited with a potential production of 
850,000 barrels and it seems safe to say 
that with very little further development 
work these rich fields could produce in ex- 
cess of 1,000,000 barrels a day, which is 
more than the United States is producing 
today. The only reason that a production 
many times the current rate is not being 
furnished is owing to the unsettled polit- 
ical conditions of the country and the lack 
of facilities for transporting the product to 
the consuming centers. 

The Mexican oil industry has always 
suffered from these two factors. Ever 
since the first well was brought in, the 
Mexican oil prospector has been handi- 
capped at every turn by revolutionary con- 
ditions. Even today when there is an out- 
ward appearance of a stable government in 
Mexico the situation as regards the oil 
fields is as unsettled and confused as ever 
before. While Carranza has the title of 
president and is supposed to be in control 
of the country, the fact is that he has ab- 
solutely no control over the richest section 
of the country in which is located the oil 
fields. This oil section is under the pro- 
tection and control of a Mexican revolu- 
tionary leader, who is opposed to Carranza 
and any attempt upon the part of the Car- 
ranzistas to gain control of the oil coun- 
try would result in a conflict which might 
cause widespread destruction of oil proper- 
ties. 

But even this situation is not of such im- 
mediate concern to Mexican oil interests as 
the shipping question. As Oil Administra- 
tor Requa has stated, “Oil in Mexico or 
Texas is of no value to industries in New 
England unless it can be transported.” 


Transportation Troubles 


The supremacy of the United States as 
an oil producer might have been long since 
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threatened had Mexico been able to obtain 
sufficient transportation facilities. Rea- 
lizing that the further development of their 
properties depended upon the building of 
ships the leading companies operating in 
Mexico had decided upon and were rapid- 
ly completing an extensive program of ship- 
building when this country entered the war. 
Since our declaration of war against Ger- 
many the United States Government is 
understood to have commandeered half of 
the Mexican Petroleum Company’s tanker 
fleet and has diverted these tankers to 
trans-Atlantic service. The Government 
has also taken over a number of tankers 
which were employed by other companies 
in the Mexican trade. The leading Mexi- 
can oil interests are now asking for a re- 
turn of their tankers to the service for 
which they were built and point out that 
this would quickly relieve the oil shortage 
in the United States. 

The progress of the Mexican oil indus- 
try in the face of great obstacles is shown 
by the record of production herewith since 
the oil output of that country first began 
to attract attention: . 


MEXICAN OIL PRODUCTION 





Production 

Year (Bbls.) 

PE bi is verde sbeSéedwepeceebeen 220,653 
| EE ee ree ee 320,379 
Pn it te scunmedodediabssseasnaas 1,097,264 
a errr Te 1,717,690 
DD Dik chitencadt badebee els eh atansved 3,481,610 
Sa ee 2,488,742 
Pn Mich tie aoe eta gs 6 hoktagaives wes 3,332,807 
I ee ee a 14,051,643 
| ae ee ee ee 16,558,215 
I Farah ae ann bls cad eee reehwok ed 25,902,439 
Et ad ebcackes ethane tuededels 21,188,427 
CT Ds ns Wn oth Sinks -baeue Ud een eb 35,500,000 
i titsd ddpvasseeenah es veeeeckeee 39,801,110 
SEY ROR EES Se ey eer *55,000, 

*Estimated. 


Imports of Mexican petroleum into the 
United States since 1914 are estimated as 
follows (barrels of 42 gals.) : 


WIRE ccwccsccedvcccivcesesecocceoee 16,969,106 
BOER. cdc ccdcccheccccccccsewcccecece 17,462,978 
BONG. ccccccccccascccccsccccscccece 20, 

BERT cccccccccccccccccscecccesccece 35,386,099 


In a recent statement the United States 
Geological Survey estimates that Mexican 
oil imports for 1918 will approximate 
50,000,000 barrels, but in order to reach 
this total it will be necessary for the Gov- 





ernment to release additional tankers for 
the Mexican trade. 

At the present time the production of the 
Mexican fields is running at the rate of 
about 150,000 barrels a day. Most of this 
production comes from a few wells, and it 
is stated that at the present time there are 
less than 200 wells in Mexico. These wells 
are credited with a potential production of 
over 850,000 barrels daily. The gushers 
of Mexico far outclass those of any other 
fields. One well is estimated to be capable 
of producing over 250,000 barrels a day, 
almost as much as the famous Cushing 
field of Oklahoma produced at the height 
of its sensational career when it upset the 
entire oil industry of the country. Several 
wells are reported to be good for 100,000 
barrels a day, while 10,000 barrel wells 
are brought in without hardly attracting 
attention. The Mexican Petroleum Com- 
pany’s Casiano No. 7 well is credited with 
a total output of 60,000,000 barrels since 
it was brought in in 1910. 


Low Gasoline Content 

Most Mexican crude is of a heavy grade 
having an asphalt base. Much of it is of 
extremely low gasoline content, but under 
the latest methods of refining, the oil from 
the prolific southern fields is understood to 
be yielding from 10 to 12%4 per cent gas- 
oline. Mexican oil is desirable principal- 
ly for fuel oil purposes. At the present 
time there is a great and growing demand 
for fuel oil both for marine transportation 
and for use in our great war industries. 
Mr. A. C. Bedford, chairman of the Petro- 
leum War Service Committee, recently 
stated: “The need of immediate import- 
ance is that there be no relaxation in the 
production of fuel oil. This material, 
liquid fuel, as it is often called, is used by 
the oil burning vessels of the navies, by 
practically every industrial plant engaged 
in the manufacture of munitions, shipyards, 
gas plants and even by some of the rail- 
roads. The consumption of fuel oil is 
much greater than the consumption of any 
other of the various products obtained from 
crude petroleum.” 

The importance of Mexican oil has often 
been minimized because of its heavy grade, 
but it is clear that today fuel oil is of vital 
importance in carrying on the war to a 
successful conclusion, and never has Mexi- 
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can oil been in as great demand as at the 
present time. 

While Mexican oil is in demand for war 
purposes, the indications are that the oil 
business of that country should enjoy an 
unprecedented development with the res- 
toration of peace. The end of the war 
should help the Mexican oil industry be- 
cause it will be followed by an increase in 
ocean transportation facilities available for 
that trade and because it will be followed 
by a further great development of the fuel 
oil trade especially for marine transporta- 
tion. Already some of the large companies 
are understood to have contracts calling for 
tremendous quantities of fuel oil to be used 
by trans-Atlantic steamships and the war 
has been holding back the program of some 
of the leading steamship companies for 
the adaption of liquid fuel on their large 
vessels. 


Leading Mexican Companies 


There is a relatively small number of 
companies controlling the greater part of 
the Mexican production and which should 
benefit from the further development of 
that industry. The Mexican Petroleum 
Company is generally credited with con- 
trolling the richest properties in Mexico, 
and this company’s exports have exceeded 
those of any of the company operating in 
recent years. The Mexican Eagle Oil Com- 
pany, a British concern, is the second 
largest shipper and also supplies a large 
part of the Mexican domestic petroleum re- 
quirements. Penn-Mex. Fuel Company is 
the Standard Oil’s most important represen- 
tative and controls some valuable pro- 


ducing lands. Recently this company 
brought in two large wells, each of which 
is reported to be capable of producing from 
30,000 to 60,000 barrels a day. This com- 
pany has been making regular shipments 
from the port of Tuxpam, but its exports 
would naturally be much larger if sufficient 
shipping facilities were available. In re- 
cent months Standard Oil Co. of New Jer- 
sey, which had previously been operating a 
topping plant at Tampico, has purchased 
control of some good producing proper- 
ties. 

A year or so ago the Atlantic Refining 
Co., another member of the Standard Oil 
group acquired control of the Panuco-Boston 
Oil Co., operating in the Panuco field. 
Among the other leading companies, which 
have stock in the hands of the public, are 
the Magnolia Petroleum Co. (closely affili- 
ated with Standard Oil Co. of New York), 
Freeport & Mexican Fuel Oil Corporation 
(Sinclair Gulf), the Texas Co., The Mexi- 
can Gulf Oil Co. (Gulf Oil Corporation) 
Corano Petroleum Co. (Royal Dutch) and 
the Pierce Oil Corporation. The latter 
company has an extensive marketing sys- 
tem in Mexico and operates distributing 
stations which are scattered throughout the 
country. The Port Lobos Petroleum Co. 
with which American tobacco interests have 
been identified, is also understood to con- 
trol some valuable producing properties 
and is reported to have recently completed 
a pipe line for its properties. Many other 
interests control leases in Mexico and will 
undoubtedly be able to operate profitably 
when adequate shipping facilities are sup- 
plied. 








MARKET STATISTICS 


Breadth 
Dow Jones Avgs. 50 Stocks (No. 

40Bonds 20Inds. 20 Rails High Low Total Sales issues) 
Monday, Feb. 25.... 76.90 79.17 80.23 69.23 68.32 673,100 196 
Tuesday, “" 26.... 7687 80.65 80.95 69.44 68.49 472,300 173 
Wednesday, “ 27.... 76.88 80.50 81.13 70.59 69.02 745,200 187 
Thursday, “ 28.... 7682 80.39 81.13 69.45 68.66 625,800 178 
Friday, March 1.... 76.78 79.93 81.00 69.17 68.59 324,300 157 
Saturday, - $+. ae 78.98 80.40 68.75 68.10 263,100 162 
Monday, © Biss ee 79.01 80.13 68.45 67.81 317,900 176 
Tuesday, - §...« ee 79.50 80.20 68.63 68.03 280,500 167 
Wednesday, “ 6.... 76.35 79.20 80.60 68.97 68.29 327,300 168 
Thursday, ~. Dieeceee 79.53 80.61 68.65 68.15 224,700 160 
Friday, ® Bisse Seen 79.55 82.40 69.55 68.51 431,400 196 
Saturday, = ©... ae 79.71 81.71 69.60 68.97 291,400 141 




















Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or seil. 





GALENA SIGNAL—Plan Outlined— 
The deal whereby company obtains cer- 
tain production) tankage, refining and pip- 
ing facilities in Texas involved the three 
subsidiaries of the American Republic Cor- 
poration, namely, the Republic Production, 
American Petroleum and Petroleum Refin- 
ing. No cash is involved in the transaction. 
The Galena Signal Oil will issue sufficient 
of its stock which will be increased to $30,- 
000,000 to provide for an exchange for 
stocks of the companies named above. 
Galena already owns a half interest in the 
stock of one of these companies. The deal 
means that in all three companies the 
Galena will be a partner with American 
Republic Corporation. 


KENTUCKY PETROLEUM — Produc- 
tion and Sales for 1917.—During 1917 the 
Kentucky Petroleum produced about 50,000 
barrels. Gross sales were $123,000. Total 
amount spent for development and operations 
was $193,000. Capital stock authorized is 
400,000 shares of no par value, of which 
330,000 shares are issued and outstanding. 
Company has now 78 wells drilled, output 
from which is marketed daily to Cumberland 
Pipe Line and Ohio Oil. 


LOUISIANA SOUTHERN OIL—Or- 
ganization—Ten oil wells are to be put down 
this year in Louisiana by this company, a 
new concern capitalized at $500,000 and hold- 
ing leases in Terrebonne, Rapides and 
Avoyelles parishes. Work on the first well, 
in Terrebonne, will start within 60 days. 
Headquarters for the new company have 
been established in New Orleans. 


MEXICAN PETROLEUM—Dividend 
on Common Increased—This company de- 
clared a quarterly dividend of $2 on com- 
mon, payable March 15. Previous quarterly 
dividend was $1.50. The quarterly dividend 
on pfd. of $2 was also declared, payable 
March 15. Both dividends are payable in 
half cash and half 4%: Liberty Bonds. While 
accurate estimate of amount earned on 
$39,232,000 common in 1917, is not available, 
due to the fact that excess profits taxes 
have not been computed, the company, will 
show earnings higher than those of 1916. 
Deliveries of oil in 1917 were 100% greater 
than in 1916. 


NATIONAL TRANSIT—Income Ac- 
count for 1917—The company’s 1917 earn- 
ings of $820,405 were equal to $1.61 a share 
on 509,000 shares of stock, par $12.50, com- 
pared with $2.37 a share in 1916. Balance 
sheet shows a surplus of $3,678,193, against 
$3,369,298 in 1916. 

PAN-AMERICAN PETROLEU M— 


Common Placed on 10% Annual Basis— 
This company, through a quarterly disburse- 


ment of $1.25, has placed its stock on a 
10% annual basis. The dividend, half in 
cash and half in 4% Liberty Bonds, is pay- 
able April 10 to stock of record March 15. 
The Mexican Petroleum, controlled by the 
Pan-American Petroleum & Transport, 
placed its stock on an 8% annual basis 
through declaration of a quarterly payment 
of 2%, payable partly in cash and partly in 
Liberty 4s. 


PINAL DOME — $2,880,000 in As- 
sets for Shareholders—This company, 
Santa Maria, Cal., is authorized to pay to 
stockholders assets of $2,880,000. If paid 
in bonds of Union Oil Co. the same are to 
be deemed of face value. By former au- 
thority of Commissioner of Corporations 
the company paid dividends from undis- 
tributed profits. 


SINCLAIR GULF—Additional Refin- 
ery to be Built at Fort Worth, Tex.—The 
company will construct an oil refinery at 
Fort Worth in addition to the one which it 
is to build at Houston. Fort Worth re- 
finery will be located upon the 10-inch 
trunk pipe line which the company will lay 
from the Oklahoma oil fields to Houston. 


SOUTH PENN—1917 Report—The com- 
pany reports net $6,107,723 against $4,745,- 
098 for 1916. Surplus $2,107,722 as against 
$745,089 for 1916. 


Ss. O. OF CALIFORNIA—Report for 
1917—Company reports net $30,377,073 as 
against $21,263,520 for 1916. Surplus $9,- 
333,377 as against $10,773,389 for 1916. 


Ss. O. OF KENTUCKY—Earnings for 
1917.—Profits equalling $32.78 a share 
earned last year as against $68.95 a 
share in the preceding year. But last year’s 
per share earnings are on $6,000,000 of stock 
compared with half that amount in the pre- 
ceding year. The company’s plants are valued 
at $5,232,000, or an increase of $1,700,000. 
Surplus for 1917 was $2,356,000 against a little 
over $4,000,000 in 1916. Last year the com- 
pany deducted for taxes $560,000. In the pre- 
ceding year there was no corresponding de- 
duction. 


UNITED OIL—Sued—Suit to recover 
$712,500 from the United Oil was filed by 
J. Fred Miles of Lexington and Tulsa, 
Okla. The petition declares that plaintiff 
took option on holdings of company for 
which $100,000 was to be paid after an in- 
vestigation of the property was made. 
corporation capitalized at $3,000,000 was 
organized to take this property and the 
United Oil was called upon to deliver with 
titles clear. Plaintiff alleges that company 
was unable to do this. 
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Consolidated ‘Astin Smelting 


Prospect for Its Stocks and Bonds 





By VICTOR DE VILLIERS 





HE Consolidated Arizona Mining 
and Smelting Co. may be con- 
sidered from its separate angles 

= as a mining company and a 

smelting proposition. Considered as a 

mining proposition, the company has two 

mines, the Blue Bell and De Soto, on its 

1,400 acres in Yavapai County, Arizona. 

The smelter and concentrator is at Hum- 

boldt, in the same state. 

For the present, the Blue Bell mine forms 
the basis of production. A single ore body 
is being developed on this property, al- 
though reports are to the effect that several 
ore bodies should be found eventually. 

The main ore body has been proved down 
to the 1,000-foot level, and extensions are 
expected by the management. It may 
be remarked that predictions of the Con- 
solidated Arizona management have hither- 
to proved reliable, and probabilities have 
mostly been realized by subsequent develop- 
ment. The output of this mine is of good 
grade, the average being 3.30 per cent. cop- 
per, and $1.70 in gold and silver values 
per ton. 

The second mine of the group, the De 
Soto, has also disclosed commercial ore 
bodies, of about the same average grade 
as the Blue Bell, but the work on the 
former is not sufficiently advanced to war- 
rant further discussion. 

The mines are well equipped. Impor- 
tant noteworthy items include a 500 tons 
daily capacity concentrating mill, as well 
as a Minerals Separation Oil Flotation 
plant. This equipment, together with the 
Humboldt smelter, has involved an outlay 
of about $1,000,000. 


Mining and Smelting Operations 


The Humboldt smelter is favorably lo- 
cated for custom business, as there are no 
other facilities of this character within a 
radius of three hundred miles. Besides 
handling its own ores, the company smelts 
for the United Verde Extension, as well as 
other less important shippers in the state. 

The smelter should be in a position to 
turn out approximately 2,500,000 pounds 
of copper monthly upon completion of the 
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present construction program. At this rate, 
the profits should be substantial. The smelt- 
ing output has increased rapidly during the 
past few years as will be seen on reference 
to Table I. Production of nearly 12,- 
000,000 pounds of copper in 1916 compares 
with 1,690,607 in 1913, When the smelter 
is producing to capacity, it is estimated 
that it will earn sufficient to maintain the 
present dividend of 5c. a share quarterly, 
independent of the operation of the mines. 

Mines production for 1917 has not been 
made public, but according to recent re- 
ports, the average output is around 850,000 
pounds of copper monthly, or 10,000,000 
pounds annually. A high record was es- 
tablished in October, 1917, with 1,930,000 
pounds of copper. Comparative produc- 








TABLE I.—CONSOLIDATED ARIZONA 











SMELTING 

Humboldt Smelter Operations 1914-1917 
Copper Silver Id 
Lbs. Ozs. Ozs. 
Be -dedceeeséane ye OS aoe esas 
eee 5,762,974 81,647 3,092 
 Siesshintent 11,989,139 150,012 5,972 
1917 (to July 1).. 9,480,000 112,633 4,283 

*Smelter operated seven months. 

tion figures are given in Table II. Pro- 


duction costs are relatively high, due to 
some extent to heavy initial outlays, which 
should diminish in time. The company is 
producing its copper ready for commercial 
use around 15.5c. a pound, compared with 
13.90c. in 1916 and 13.32c. in 1915. These 
figures include cost in development of ore 
reserves. .Costs should again revert to the 
13.50c. average of 1915-1916, if estimates 
can be relied upon. 

Unofficial recent estimates of earnings for 
1917 justify the expectation that profits for 
that year should be around $1,000,000. 
Official reports for the first nine months 
showed earnings of $685,776. These com- 
pare with $859,014 in 1916 and $194,942 
in 1915. The company is therefore earning 
about 60c. a share at present compared with 
50c. in 1916. The 1916 profits represented 
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a 500 per cent. increase over the 1915 fig- 
ures of $194,942. 

Dividends were inaugurated in August, 
1917, at the rate of 5c. a share, and, due 
to greatly increased production and reduced 
development and equipment expense, have 
been maintained quarterly. It is evident 
that dividends of 20c. a share annually out 
of 60c. in earnings will not appreciably 
hurt the corporate treasury. 

The blocked out ore reserves are soon to 
be measured. It is believed that figures 
will be substantially above the statement 
given out in 1917. On January 1, 1917, 
official estimates showed 479,000 tons of 
ore, averaging 3.30 per cent. copper, and 
$1.60 in gold and silver values to the ton. 
Based upon present operations, ore reserves 
at the beginning of 1918 are expected to 
be sufficient for at least five years’ continu- 





—— 


TABLE II]—Consolidated Arizona Smelting 
Production—Earnings, 1914-1917 





Tons Copper, Silver, Gold, 
Year Mined ibe. oz. oz. Profit 
eS a a eee 
1915 90,531 5,473,740 100,682 3,174 194,943 
1916 109,452 7,242,347 127,228 4,858 859,015 


1917* 107,077 5,969,300 124,294 4,894 $685,777 


~ *For 9 months; the estimated production of 
copper for year, 10,000,000 Ibs.; profit, $1,000,000. 








ous operation even if no further ore is de- 
veloped. 

The company is apparently in a sound 
financial and cash position. According to 
the last balance sheet, the shares have a 
book value of $4.50, a figure which is, of 
course, nominal and arbitrary. 


Stock and Bond Capitalization 


The shares have an active market on the 
New York Curb and usually sell around 
2 


This does not mean that they are 
destined to remain in a rut, or follow the 
main trend indefinitely. As a new com- 
pany, unexpected favorable developments 
should cause an independent move in the 
shares, such as new strikes, favorable earn- 
ings, or unexpected happenings at mines or 
smelter. : 

Incorporated 1908, the authorized capi- 
talization is $9,200,000 consisting of 1,- 


840,000 shares (par $5), mostly outstand- 
ing, 177,000 are reserved for conversion of 
bonds: the latter deserve mention. There are 
outstanding $885,000 thirty-year income 5s, 
due January 31, 1939, income to be paid 
only when earned. The authorized amount 
of the issue is $1,200,000. These bonds are 
convertible at any time into stock at $5, 
par for par. The present market price is 
50 to 55, which includes 5 per cent. inter- 
est declared for 1917, payable on April 15, 
thus reducing the price of the bonds five 
points when they sell ex interest. Earnings 
for 1916 around $874,345 are equivalent to 
about 100 per cent. on the bonds outstand- 
ing. The earnings for the 1917 fiscal year 
are expected to show an improvement. 

The company also has a small issue of 
refunding and improvement mortgage 6s, 
the indebtedness under which has been re- 
duced, as we understand, to $175,000. Be- 
yond these issues, the company has no other 
funded obligations. The income bonds 
seem to be amply protected as far as earn- 
ings are concerned, and now yield over 10 
per cent. on a straight income basis. Not 
considering maturity, and taking into ac- 
count the speculative value of the conver- 
sion privilege, it would appear that they are 
entitled to consideration. 

Conclusion 

The company is a growing producer and 
smelter of copper. Its copper is pro- 
duced at a relatively high cost, and the mar- 
gin between costs and a normal selling price 
for the metal does not appear to be over- 
generous. But the company has suffered 
from abnormal conditions, and has spared 
no expense on its properties. 

Current earnings of about 30 per cent. 
on a market price of 2, are about as large 
as one can reasonably demand of a com- 
paratively new company, with its career 
ahead. The shares and bonds hold pos- 
sibilities of a speculative kind of no in- 
different character. While the bonds ap- 
pear to be a good speculative investment, 
and are recommended as such, the shares 
are far more speculative. The forthcoming 
annual report is likely to be favorable and 
may cause some advance in prices. After 
we have had the opportunity of digesting 
the annual report we may be able to ex- 
press a somewhat more definite opinion. 

(To be continued.) 


























Mining Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





AHMEEK—Production Increase—This 
company’s production continues to increase. 
For ten days up to Feb. 23, an average of 
4,600 tons of rock per day were sent to the 
mill, one day showed a shipment of 6,870 
tons. The rock is averaging 20 Ibs. of 
copper per ton. 

ALASKA GOLD—Interest Not Earned— 
Pres. Hayden states: “Taking the year’s 
operations as a whole, operating company's 
earnings were sufficient to meet interest on 
debenture bonds and notes. Earnings for 
third and fourth quarters were, at a rate 
below the accruing interest requirements 
for the periods, and continuance through 
the year 1918 of these conditions would 
leave the company without the necessary 
balance of income or available cash re- 
sources with which to continue the pay- 
ment of interest on bonds. It has been de- 
termined not to pay the interest due March 
1, 1917, on the company’s A and B deben- 
tures.” The company is handicapped by 
high material costs, insufficient labor supply 
and low assay of gold value. The disap- 
pointment at Alaska Gold has been experi- 
enced at adjoining Alaska-Juneau, which 
shows‘a steady fall in gold values, the ore 
in January running but a fraction over 66 
cents per ton. Notwithstanding the unfa- 
vorable results of the past six months at 
both properties, there is no present inten- 
tion of closing either of them down. 

ALASKA JUNEAU—Assay Value Drops 
—Ore values have suffered a drop from 
$1.25 in August, 1917, to 66 cents in January, 
1918. There is a decline in the assay value 
of ore as fed to the mill. - Noteworthy, is 
the fact that tailings losses were reduced to 
18 cents per ton in January, in which month 
also economies in the operating department 
were effected. The total costs in January 
were 61 cents per ton. With a recovery 
of 48 cents per ton, it is plain there isn’t 
much money to be made if it costs 61 cents 
per ton to get the 48 cents. Averaging re- 
sults for eight months to Jan. 31, the net 
loss per ton was 9.56. 

AMERICAN ZINC—Preferred Earning 
12%—The company is earning the $6 divi- 
dend on 80,000 shares of pfd. twice over 


with the shares selling around 45, an in- 
come return of about 13%. The only 


liability ahead of the preferred is $2,000,000 
bonds. With working capital of $5,000,000 
it is to be seen that with bonds valued at 
par and preferred at 45 the total of these 
two issues is something less than the net 
quick assets. American Zinc is improving 
its financial position and has been assisted 
by Government price of 12 cents per Ilb., 
which has been officially established for 
grade A spelter. 

ANACONDA—Plant for Manganese— 


Anaconda will start work on the construc- 
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tion of a plant at Great Falls, Mont., for the 
electrolytic production of ferro-manganese, 
so essential in the production of steel. This 
is in response to an appeal from the War 
Industries Board that Anaconda do what it 
could to promote the production of this 
alloy. It is hoped to have the plant in op- 
eration within five months producing 9 
tons daily. This will be sufficient for a dail 
shipment of 10,000 tons iron at the U. ¢ 
Steel plant and will release 100,000 tons of 
shipping annually, now used in carrying 
manganese ore between Cuban and South 
American ports and the United States. The 
Lexington mine has resumed operations 
after suspension since Ist May. Alice mine 
also resumed zinc ore production, after be- 
ing shut down since May of last year. Opera- 
tions will start with production of 200 tons of 
ore daily. 

BUTTE COPPER & ZINC—Manganese 
Ore Shipments Over 100 Tons Daily—Man- 
ganese ore shipments are running over 100 
tons daily and the Anaconda plans to main- 
tain and increase shipments steadily. 


CERRO DE PASCO—No Shut-down— 
The report that company had suspended op- 
erations and more than 3,000 men are out of 
employment has been officially denied. 


CHINO—Report for 1917—This com- 
pany’s report for the quarter ended Dec. 31, 
1917, shows net $2,282,167, equal to $2.62 on 
869,980 shares ($5 par), against $3.94 a share 
in the same quarter of 1916. According to 
reports for 1917, net was $10,137,086, equal 
to $11.65 against $12,843,223 net in 1916, 
equal to $14.76 a share, production was as 
follows: October, 6,414,485 lbs.; November, 
6,084,339 Ibs.; December, 7,767,891 Ibs.; 
total, 20,226,715 Ibs. In the third quarter 
production totaled 21,887,390 Ibs.; in the 
second quarter, 20,546,593 Ibs. and in the 
first quarter 19,225,111 Ibs. 


GRANBY—Production Established on 
Yearly Basis of 50,000,000 Ibs —The total 
output in December and January amounted 
to 8,300,000 Ibs., against 5,500,000 Ibs. in the 
same two months a year previously—an in- 
crease of 60%. These figures establish the 
property on a production basis of 50,000,000 
lbs. of copper per annum. During the year 
ended June 30 the operating cost was 13.94 
cents per lb. against a production of 41,- 
800,000 Ibs. of copper. Advancing the esti- 
mated cost of 14% cents, Granby on a 23% 
cent metal market must be earning $4,000,- 
000 for the 150,000 shares of stock after de- 
preciation and interest on $2,514,000 bonds, 
equal to $25 a share. 


LAKE COPPER—Increase in January 
Rock Shipments—A Houghton, Mich., dis- 
patch Feb. 23, 1918, stated Rock shipped by 
this company in January totaled 6,300 tons, 
an increase of 25% over January, 1916. It 
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is thought February output will total 6,500 
tons. 


MAGMA COPPER—Production—Pro- 
duction of about 560,000 pounds in January 
did not come up to expectation due to severe 
weather. February output showed an in- 
crease. The forthcoming report of earnings 
and production will show a notable improve- 
ment over the 1916 figures. Preliminary re- 
turns indicate a high record. 


MOHAWK—Production, January, 1918— 
Production in January was 984,343 Ibs. of 
copper, against 1,195,941 Ibs. in January and 
1,061,501 Ibs. in December, 1916. January 
operations resulted in an average extraction 
of 20.18 lbs. of copper per ton of rock 
treated. 


NEVADA CONSOLIDATED—Profits 
for Fourth Quarter, 1917—This company’s 
report for the quarter ended Dec. 31, 1917, 
shows profits of $1,822,165, against $1,988,323 
in the previous quarter, or at the rate of 
3358 a share per annum, compared with 
3.98 a share per annum the previous quar- 
ter. Production was as follows: October, 
6,862,933; November, 6,693,196; December, 
8,597,029: total, 22,153,158 Ibs. In the Sept. 
30 quarter production totaled 20,217,673 Ibs. 
Pres. Jackling said: “There was a deficit for 
the quarter of $177,291 after payment on 
Dec. 31 of $1 per share, amounting to $1,- 
999,457. There was a debit to earned sur- 
plus for the quarter of $426,353, but a credit 
to earned surplus for the 12 months of $1,- 
363,450, after payment of all dividends, and 
a balance of $13,717,093 in earned surplus at 
Dec. 31, 1917. Operating expenses for quar- 
ter include $169,874, representing accrued 
county, State, State bullion and Federal in- 
come taxes, or a total of $729,664 for the 
year. No reserve has been set up to cover 
the accrued excess profits tax.” The balance 
sheet of Dec. 31 shows an earned surplus of 
$13,717,094, against $12,353,642 in 1916. 


PITTSBURGH-JEROME — Capital In- 
creased—It was voted to increase capital 
from $3,000,000 to $4,000,000. New stock to 
be issued at par ($1). 


ST. MARY’S MINERAL LAND —An- 
nual Report—Annual report, Dec. 31, 1917, 
shows cash $55,255, compared with $56,104 at 
the close of the previous year and $289,544 at 
the end of 1915. Pres. Gartoer says: “You 
have received from the Champion Co. in 1917 
dividends equivalent to $14 per share on your 
holdings. he current year will not be so 
lucrative, owing to larger taxes, increase of 
producing cost, and a selling price for copper 
fixed by the government at a materially lower 
figure. In 1917, there was more interest 
shown in our timber than for several 
previously, and sales amounting to 
were consummated.” 

RAY CONSOLIDATED—Earnings in 
1917—Report covering fourth quarter of 
1917 shows net $2,570,872, equal to $1.63 a 


ears 


9,590 


share on 1,577,179 of stock ($10 par), against 
$2.27 a share in the corresponding quarter 
of 1916. In 1917 net profits totaled $10,414,- 
350, equal to $6.60 a share, against $7.82 a 
share in 1916, when profits were $12,339,681. 


TENNESSEE COPPER—New Contract 
to Provide Increased Income—Under a con- 
tract, signed Feb. 23 between the company 
and International Agricultural, approxi- 
mately $3 a share will be added in 1917 to 
the copper company’s earnings, or $1.50 a 
share on the stock of the Chemical Corpora- 
tion, which owns practically all Tennessee 
Copper stock. International Agricultural, as 
well as Tennessee Copper, will benefit from 
the amended contract. 


UNITED STATES SMELTING—Ac- 
quires Its Operating Subsidiaries—The com- 
pany absorbed several of its operating sub- 
sidiaries. The subsidiaries merged with the 
parent company were the United States 
Smelting Co., the Needles Mining & Smelt- 
ing Co., the Mammoth Copper Mining Co., 
the Gold Road Mines Co., the Centennial- 
Eureka Mining Co and the Utah Co. All of 
the stocks of these companies were already 
held in the treasury, so that no new financ- 
ing was involved. In addition to the above 
mentioned companies, the United States 
Smelting controls a number of other sub- 
sidiaries which, in due time, will be taken 
over. 


_ UTAH COPPER—Earnings and Produc- 

tion—Report for the fourth quarter of 1917 
shows net of $9,340,784, equal to $5.75 on 
1,624,490 shares of stock ($10 par), against 
$10,651,068 net for the same quarter of 1916, 
equal to $6.55 a share. Computed on the 
basis of quarterly reports, total profits for 
1917 were $29,984,868, equal to $18.45 a share, 
against $24.46 a share earned in 1916. Op- 
erations were as follows: October, 18,022,- 
665; November, 6,468,323; December, 16,311,- 
805; total, 50,802,793. For the third quarter 
the total was 54,762,544; second quarter, 
56,504,465 ; first, 42,886,316. Gross produc- 
tion for 1917 was 206,174,442 lbs., compared 
with 196,752,631 in 1916. The company has 
declared a quarterly dividend of $2.50. Three 
months ago the company declared a quar- 
terly dividend of $3.50. The reduction of 
Utah’s quarterly dividend puts the stock on 
a $10 annual basis. In making the announce- 
ment the company stated: “This differs from 
the dividend paid three months ago by the 
leaving off of the $1 extra.” 


VICTORIA COPPER—Annual Report— 
The company’s report for 1917 shows re- 
ceipts $462,636, expenses $392,412, leaving a 
surplus of $70,224. Adding previous surplus 
makes a total surplus of $267,836, of which 
$100,000 is in Liberty bonds and $97,930 rep- 
resents copper on hand. The production of 


copper for the year was 1,612,640 pounds, or 
49,192 pounds less than for the previous 
year. 
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S. S. Kresge’s Success 


A Fast-Growing Concern—Its Ratio of Expenses to Sales— 
Compared with Woolworth—Why Kresge Should 
Interest a Business Man 








By MEREDITH C. LAFFEY 





N few fields of modern business 
have there been such spectacular 
successes and excellent profits as 
among the well managed chain 

stores. Their success has in fact been suf- 
ficient to induce promoters of the get-rich-- 
quick variety to float stock of flimsy imita- 
tions of these concerns, using as selling talk 
the well known records of the big com- 
panies. 

In the first place they deal in articles 
which are largely necessities and sold at 
low prices, so that general financial and 
economic conditions have but little effect 
upon their sales. Secondly, they are able to 
make a very large turn over on a com- 
paratively small capital. If the Company 
prefers, stores can be rented, and the“ real 
estate investment reduced to a minimum, 
leaving practically the entire capital avail- 
able for merchandise and fixtures. Their 
large and advantageous purchasing power 
makes competition difficult for any but 
similarly organized distributors. 

While not the largest, the fastest growing 
among the chain stores in the purely mer- 
chandising field is S. S. Kresge Company 
which has developed from a little concern 
in 1897 to one doing a $30,000,000 business 
in 1917. The feat of tripling its sales in 
the last five years of this period is partic- 
ularly noteworthy. The articles sold cover 
a wide variety and are sold at uniform 
prices of five, ten and fifteen cents each. 


aT 





A Detroit Enterprise 

The company was originated in Detroit 
by S. S. Kresge personally and has since 
maintained its headquarters in that city, 
where it owns an eighteen story building on 
West Adams Ave. The present concern 
was incorporated in Michigan in 1916, as 
successor to a Delaware Corporation of the 
same name. The successor company has 
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a capitalization of $2,000,000 7 per cent. 
cumulative preferred stock, and of $10,- 
000,000 common stock. 

Because of the limited amount of busi- 
ness that can be done by a single store in 
this field, growth must come largely 
through the acquisition of new stores, which 
have been rapidly added to the chain. The 
number of stores owned in various years 
are given in the following table: 


Number 
Year of Stores 
8 eR eh 5 8 
MEY Since w.acackiuaonaie 25 
err oe 64 
 avicks <i tecatan Reet 101 
IE RPE oe 139 
Tt cchokekaédsclged eae 161 
INT aig y wx waleeaeu eee 180 (about) 


The gross sales per store in 1917 were 
about $187,000 and the net profits before 
deduction of taxes were about $14,700. The 
net figure after deduction of taxes and re- 
serves was about $11,550. These figures 
are based upon the number of stores owned 
at the beginning of the year, and probably 
should be a little lower, as new stores were 
opened from time to time. The Woolworth 
Co. with about six times as many stores, did 
less than three and one-half times as much 
business, but its proportion of profits to 
sales was a little better than Kresge’s. 

Operating Ratio 

In the graph is given a comparison of 
operating expenses to gross sales of the 
Woolworth and Kresge Companies. It will 
be noted that Woolworth has remained at a 
remarkably steady ratio, the variation in 
profits per dollar of sales having been only 
slightly over one cent in the six year period. 
Kresge, on the other hand has shown some 
rather wide variations, but has greatly im- 
proved its ratio in the last two years. 
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Whereas Woolworth was making almost 
9 cents on a dollar of sales in 1912, 
Kresge made only 434 cents, but in 1917, 
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the latter was able to show a profit of 7.84 
cents, or 60 per cent. increase while Wool- 
worth’s figure remained practically un- 
changed. 

We have in the graph a record of the 
company’s gross and net profits. They 
show a steady, uninterrupted growth, with 
the exception of the 1917 net after deduc- 
tion of war taxes and reserve (a wholly un- 
usual expense)—a record highly gratifying 
to the stockholders, particularly those who 
became interested in the company in its 
pioneer days. Gross sales have averaged 
almost $4,000,000 increase per year, while 
the rate of increase in net has averaged 
about $375,000 annually, the latter figure 
being equal to 334 per cent. on the common 
stock. If this rate of progress is to con- 
tinue, and there is no particular reason to 
suppose that it will not, the common stock 
will, of course, appreciate rapidly in value 
in future. 

Kresge preferred is about as well pro- 
tected by earning power as an investor could 
wish, its full par value having been earned 
twice over in the two years 1916 and 
1917, as shown in the graph. It is a 
premier industrial preferred stock. Being 
even better protected than Woolworth Pre- 
ferred, which sells many points higher, it 
may be considered as a very good exchange 
for that issue. The same statement applies 
to the common stock. Probably not one in- 
vestor in ten realizes that Kresge has earned 
more in the last two years on its common 
stock than has its older and better known 
rival, the average figures being 18.6 per 
cent. and 16.1 per cent., respectively. 

I am inclined to believe that this is one 
of the most clear cut opportunities for an 
advantageous exchange of stocks of com- 
panies engaged in the same line of busi- 
ness that can be cited. Surely the only jus- 
tifications for so wide a difference in the 
quotation is that Woolworth is more liberal 
in its distribution of dividends, somewhat 
more seasoned, and the name is a little more 
of a household word. In a business of this 
kind, however, good management is nine- 
tenths of the qualifications for success. Both 
companies have the best of management 
now, and, as for the future, there is no ap- 
parent reason to feel less confidence in one 
than in the other. Changes in the character 
of management are a possibility with almost 
every concern, and constitute one of the 
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risks which stock purchasers have to take. 

The conservatism of the Kresge dividend 
policy is one excellent reason for regarding 
the stock with favor. Cash payments on 
the common stock in the last six years 
have amounted to only 26.5 per cent., while 
107.1 per cent. has been earned. Because 
of the increase in capitalization in 1915, this 
does not mean that 80.6 per cent. on the 
present stock has been set aside for surplus, 
but it does show a steady building up of 
tangible assets. The present rate of 4 per 
cent. seems very well assured for the future, 
and with the coming of peace, a higher rate 
should be in sight. In fact, Kresge should 
be considered as a peace stock, its high 
profits in proportion to invested capital 
making it a ready victim of the excess 
profits tax. — 

Working Capital 

As of December 31, 1917, the Company 
had $6,696,667 in current assets, against 
$2,168,400 in current liabilities, leaving a 
net working capital of $4,528,267, as com- 
pared with only $1,811,094 five years 
earlier. The steady way in which working 
capital has kept pace with gross sales is 
a strong feature. The balance sheet shows 
that the expansion of floating debt so often 
found in recent reports is absent in the 
case of Kresge. 

The working capital offsets the preferred 
stock issue, leaving $2,528,267 applicable to 
the common stock from a standpoint of asset 
value. To this must be added a net value 
of $4,207,441 for the home office building, 


other buildings, furniture and fixtures, after 
deduction of a $310,000 real estate mort- 
gage. Total assets applicable to the com- 
mon stock are $6,735,708 or $67.35 per 
share. The common plainly represents more 
than mere earning power, something which 
frequently fades away when not backed by 
tangible assets. Here again Kresge com- 
pared more than favorably with Woolworth, 
which has only about half this asset value 
for its common. 

In the graph the price movements of 
the stocks are shown in percentages of par, 
for the reason that the par value was 
changed from $10 to $100 in April, 1917. 
The preferred has been very steady, but the 
common fell off after the stock dividend and 
dividend rate reduction and has been pre- 
vented from rebounding by the depressed 
market conditions. It must be kept in mind 
in connection with the quotations of the 
common since 1917, that a substantial stock 
dividend, and valuable subscription rights 
were given holders in 1915. 


For a Business Man 

As stated above management is so all im- 
portant in the chain store business that the 
risk of a decline in efficiency must be taken 
into consideration when buying their stocks, 
but a moderate amount of ‘such an issue as 
Kresge common makes a good business 
man’s semi-speculative investment, adds di- 
versification to his holdings, and in this 
particular instance has abundant promise 
both in the way of dividends and of market 
appreciation. 








“CAREFUL CLIFFORD” SAYS— 


“Don’t be carried away with a highly em- 
phasized statement of gross earnings in 
connection with an offering of securities. 
In numerous cases it is only a partial in- 
dication that the company is doing well. It 
should not be forgotten that it now costs 
more to do more business, so that in the end 
the results may not be improved at all. 





“Don’t expect to get a very illuminating 
opinion from one firm when the security in 
question is one of comparatively recent issue 
by another firm. There may be a difference 
between the opinions of the house inter- 


rogated and the house that issued the se- 
curity, as to the exact value and position 
of the security. It almost goes without 
saying that unless the security was really 
bad an element of etiquette might enter 
into the situation. ; 





“Keep a small envelope for newspaper 
clippings in regard to the properties in 
which you are interested. There are many 
small items appearing which are easily for- 
gotten. An informal file like this is an 
excellent thing to refresh one’s memory.” 




















Aetna Explosives Has Lived Up to Its 


Name 


Its Troubled Career— Progress in Receivership—Financial 
Position—How Its Stock Should Be Regarded 





By ERNEST P. WILLIAMS 








NA EXPLOSIVES COMPANY 
has certainly lived up to its name. 
Perhaps, no other company has 

== had a more tumultuous career 
than Aetna. Its common stock, al- 
though without par value, was issued at 
$20 a share and sold considerably higher 
than that early in 1916 but went down to 
about $1 in April, 1917, when the company 
was placed in the hands of receivers. 

The company was organized in Novem- 
ber, 1914, to acquige a number of concerns 
engaged in the manufacture of explosives. 
The primary object of the management was 
apparently to get war orders, in which it 
was undoubtedly successful. Indeed, orders 
piled up so fast that the company found it- 
self in hard straits for working capital. 
Various attempts were made to remedy this 
condition by readjusting the capitalization 
and issuing new stock, but partly through 
mismanagement and partly as a result of 
the generally discouraging investment con- 
ditions which prevailed then, no perma- 
nent relief was offered and a receivership 
became necessary. 

Since then a really notable record of 
progress has been made. Unsatisfactory 
features of some of the foreign contracts 
have been straightened out; claims for com- 
missions against the company have been 
settled; and the capacity of the plants has 
been largely increased. The suit by E. W. 
Bassick and H. F. Johns for the payment 
of promissory notes and claims for commis- 
sions was settled for $900,000. The settle- 
ments of these claims rids the company of 
the largest claim against it at the time it 
went in the receiver’s hands. 

The entrance of the United States into 
the war will probably furnish the company 
with enough business to keep the plants 
working at capacity for some time to come. 
It is stated that the receivers since their 
appointment have signed contracts aggre- 
gating $54,000,000. 


The company owns, either directly or 
through subsidiaries, nineteen plants. The 
receivers suspended for a time the operation 
of a number of these plants which were 
not operating at a net profit, but most of 
them have since been reopened. The com- 
pany now has very little idle capacity in 
the United States, and even that will soon 
be busy again. 


Du Ponts Offered $1,500,000 


The balance sheet made up by the re- 
ceivers July 31, 1917, shown in the Table, 
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places the value of “Plants, equipment, 
etc.,” at $13,993,021. The du Pont inter- 
ests recently offered only $1,500,000 for 
nine of the plants. This may have been 
unreasonably low, but, at any rate, it would 
seem that the plants are greatly overvalued 
in the balance sheet. Taking the state- 
ment at its face value the depreciation 
charged off on plants and equipment is cer- 
tainly ridiculously small. A depreciation 
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of less than $70,000 a year on nearly $14,- 
000,000 of property would take nearly a 
century to amortize. 

Earnings during the first quarter of the 
last year were $137,121. This was under 
the old management. During the second 
quarter, under receivership, net profits were 
$1,151,497 and in the third quarter, from 
July to September inclusive, they amounted 
to $1,754,076. The last quarter of the year 
produced a net of $1,830,018. Every 
month after the receivers took hold of the 
property, up to December, saw a net profit 
of $500,000 or more. The month of No- 
vember set the record with $686,214, but 


December with only $461,001 was consider-: 


able of a disappointment. The falling off 
in the earnings of the month, however, is 
attributed to railroad embargoes which in- 
terfered with receipts of raw materials and 
with shipment of the products. 

The net earnings for the full 1917 year 


represented by military plants and equip- 
ment will be worth after the war. They 
were built at high prices for material and 
labor and apparently under an inefficient 
management. It has been said steps have 
been taken to develop the commercial end 
of the business and to convert the military 
plants to industrial purposes after the war. 
Similar statements are being made in con- 
nection with many other companies. It is 
easy enough to convert industrial plants to 
war purposes. We have heard of macaroni 
factories successfully turned into munition 
plants. In a war boom such plants some- 
times earn more than their value in a short 
time. But it is difficult to see how, in the 
face of the strong competition likely to fol- 
low the war, military plants can be easily 
converted to industrial purposes. 

It is said that developments are now un- 
der way which, when consummated, will re- 
sult in the reorganization of the company 








totaled $4,872,713. After allowing for the and taking it out of receivership. It was 
GENERAL BALANCE SHEET OF AETNA EXPLOSIVES 
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Plants, equipment, etc. ............ $13,993,021 Dy Mo chccuch aieceeined $5,495,900 
eS as See 1,105,861 I I i a 12,5 
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—_——_ WD tiieadacsdigehsanesadeneel $25,489,961 
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interest on the $2,224,050 6% bonds 
and 7% dividends on $5,495,900 of pre- 
ferred stock (the latter, of course, is not 
being paid) there would remain nearly $7 
per share for the 628,414 shares of com- 
mon stock now quoted in the vicinity of 
$8 a share in the market. It must be re- 
membered, however, that this estimate of 
earnings does not include deductions for 
war taxes or for amortization of the plants. 

A reasonable depreciation charge would, 
perhaps, be about one-half the current earn- 
ings. That would leave earnings on the 
common of $3.50 a share annually before 
taxation. What the excess profits tax for 
this company will be can only be con- 
jectured. 

Peace Prospects for War Plants 

The great question for the company is 

as to what the enormous amount of assets 


under the highly efficient management of 
Benjamin T. Odell and George C. Holt, re- 
ceivers, that the company was saved from 
liquidation. The change in management 
could hardly be for the better, but the end 
of the receivership would doubtless have a 
sentimental influence toward better prices 
for the stock. 


The Aetna Explosives Company stock is 
at best highly speculative. While the com- 
pany will doubtless be able to make some 
fairly profitable use of its plants after the 
war is over, earnings at the current rate are 
not in the least likely to be maintained. 
The conservative investor will prefer to let 
the stock alone, and even the speculative in- 
vestor will find among the low priced min- 
ing stocks issucs having a far less uncer- 
tain future. Several of these have been dis- 
cussed in our recent issues. 




















Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





AETNA EXPLOSIVES—Reorganiza- 
tion Planned—This company, Mount Union, 
Pa., is planning for extensions estimated to 
cost $500,000. Developments are under way 
which, when consummated, will result in 
the reorganization of the company and 
taking it out of receivership. The company 
would appear to be solvent. The hearing on 
the application of receivers to declare a 
dividend of 33%4% on allowed claims of 
mercantile creditors was adjourned. Hear- 
ing will be held March 8 Postponement 
was granted on the request of counsel for 
the bondholders’ committee who informed 
the court that a plan of reorganization was 
under way. The claims on which receivers 
would make a dividend amount to $1,272,- 
338. This means that the receivers wish to 
pay off about $457,000 on the claims. 


AMERICAN BANK NOTE—Report for 
1917—Report for year ended Dec. 31, 1917, 
showed surplus $734,053 after charges, 
against $846,804 for 1916. Pres. Green re- 
marked: “While in some instances war con- 
ditions caused increase in demand for our 
product, the general result of the many 
difficulties due to continuation and extension 
of the war, has been adversely reflected. 
The conditions will probably continue until 
the end of the war when we can reasonably 
look for readjustment and financing by al- 
most all the great corporations and govern- 
mental institutions.” 


AMERICAN CHICLE—Balance Sheet— 
Reports assets and liabilities Dec. 31, 1917, 
$15,175,082, compared with $14,706,089 Dec. 
31, 1916. Profit and loss surplus Dec. 31, 
——- compared with $229,046 Dec. 
31, 1916. 


CURTISS AERO—February Production 
—The Curtiss and the Willys-Overland are 
turning out 25 motors a day, with the prom- 
ise that by April 1 output will be at the rate 
of 1,000 per month. Production of engines 
is ahead of finished planes, averaging 20 
planes a day. It is to be borne in mind, that 
a reserve supply of engines is always re- 
quired for aerial work, so that production 
of engines will be always greater than 
planes. 


DUPONT DE NEMOURS—Directors 
Sued for Bonus Awards—Stockholders 
will be called upon to decide at annual meet- 
ing March 11 whether directors should be 
sustained by stockholders in bonus plan, in 
operation since 1905. Alfred I. duPont and 
his associates in the recent legal battle con- 
cerning ownership of stock formerly be- 
longing to General T. Coleman duPont 
commenced another action. challenging 


bonus plan and demanding that directors 
pay back into the treasury out of their 
pockets distributions of $10,500,000 among 
employes in the last two years. 


_ about 1,600 cars. 
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EDMUNDS & JONES—Balance Sheet, 
Dec. 31, 1917—Assets: Cash, $47,534; ac- 
counts receivable, $414,228; inventories, 
$852,814; Liberty bonds, $21,200; plant, 
less reserves, $833,083; patents, $1; deferred 
charges, $27,451; total assets, $2,196,312. 
Liabilities: Pfd. stock, $916,000; accounts 
payable, $421,699; reserve for income and 
war taxes, $87,573; surplus, representing 
book value of 40,000 shares of common 
stock without par value subject to payment 
of dividends on pfd. stock, $771,040; total 
liabilities and surplus, $2,196,312. 


FEDERAL DYESTUFF & CHEMICAL 


»—Foreclosure Asked—Suit has been filed in 


the United States District Court of Tennes- 
see for foreclosure of mortgage under 
which the two-year first 6% notes of the 
Federal Dyestuff & Chemical were issued. 
The trustee under terms of mortgage de- 
clared the principal due by default in inter- 
est and receivers in foreclosure have been 
appointed by the court. Samuel Armstrong, 
secretary of noteholders’ committee, says 
that the committee felt that this course 
would not interfere with pending negotia- 
tions for a reorganization of the company. 


FORD MOTOR—Car Prices Advanced— 
The company has advanced prices of cars 
about 10%. The daily production totals 
This is 40% under nor- 
mal. Work has been started on a plant at 
River Rouge, to cost $2,000,000, which will 
be devoted to manufacture of vessels de- 
signed to destroy U-boats. 


GILLETTE SAFETY RAZOR—Con- 
vertible Notes Bought Back—The company 
has bought back $500,000 of its recent issue 
of $6,000,000 five-year 6% convertible notes. 


MAXIM MUNITIONS—Reduction of 
Par Value to 5% Voted by Stockholders— 
Stockholders at a meeting adjourned from 
Feb. 20, by a two-thirds vote decided to 
double the shares in number by reducing 
the par value from $10 to $5. The company 
has aggregate assets of $2,602,778 and liabil- 
ities of $2,199,481. A bill in equity had been 
filed in the United States District Court 
asking for a restraining order and appoint- 
ment of a receiver for Maxim Munitions. 
The complainants are stockholders. 


PEERLESS TRUCK & MOTOR— 
Tenders Asked—Notice has been sent by 
the Peerless Truck & Motor to holders of 
its 6% convertible notes that the company 
is prepared to expend $750,000 in the pur- 
chase of part of the issue. 


POOLE ENGINEERING & MACHINE 
—Earnings—It is understood that the net, 
before excess profits taxes, amounts to 
about 70% on the $3,000,000 capital stock. 
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Right and Wrong Methods of Invest- 
ment and Speculation 





Article [IX—Stop Orders and the Limitation of Losses 


By RICHARD D. WYCKOFF 





in Stocks,” the author thus be- 
gins his chapter on the limitation 





of losses. 

“The principles of systematic control of 
losses and of dependence upon the law of 
averages for final results, are the basis of 
all successful office trading ” 

One may safely infer from this that those 
who fail to attain success in their trading 
operations do not control their losses sys- 
tematically, nor depend upon the law of 
average. It is a fact that very few persons 
who trade in stocks use stop orders or other- 
wise limit their losses, and that few make 
any attempt to systematize anything in con- 
nection with their dealings. 

If I had set before me all the rules that 
could be applied to trading operations and 
were asked to choose the one that would be 
of greatest benefit to me, and if I were 
obliged to limit myself to this one trading 
principle, I would select the limitation of 
risk by use of stop orders. And while it is 
customary for those who read magazine ar- 
ticles and books to accept them with a cer- 
tain spirit of skepticism on the ground that 
the people who write articles and volumes 
are working from theory instead of prac- 
tice and experience, I wish to assure my 
readers that this is not true in my case. 


Balancing a Large Profit Against a 
Small Loss 


Whenever a person engages in a specu- 
lation operation, his expected profit should 
be from three to ten times the amount which 
he ventures, for it is certain that no one can 
expect to make a profit on every transaction, 
and he must therefore depend upon the law 
of averages to yield him his reward. 

To illustrate: If one uses $2,000 capi- 
tal, in one hundred share transactions and 
limits his risk to two points, he should not 
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make a trade unless it promises from six 
to thirty points profit if his judgment 
proves to be correct. For out of ten trans- 
actions he will have from three to seven 
losses, depending upon his ability as a trad- 
er, and these losses must be less than his 
net profits, otherwise his capital will be- 
come impaired, his succeeding operations 
will necessarily be in smaller quantities, 
and he will find himself going backward 
instead of forward. 

The man who buys one hundred shares 
without putting any limit upon his risk, 
places himself in a position to lose ten, 
twenty, thirty or fifty points, providing he 
has that much to lose and that he keeps 
putting up additional margin. If he starts 
with only $2,000 his broker will not carry 
the account below the point where his loss 
amounts to $1,500, so he would then have 
to deposit more margin or close out. This 
is what the majority do. They make them- 
selves liable to that most unpleasant de- 
mand, the margin call, or run the risk of 
forced liquidation, all because they fail to 
limit their risk. Applying the rule of three 
to ten times as much profit as risk, he who 
thus ventures fifteen points out of his twen- 
ty would have to expect from forty-five to 
one hundred and fifty points to justify such 
a risk. 


The Stop Order as Insurance 


The most important feature of a stop 
order is the insurance which it supplies. The 
principle of all insurance involves the risk 
or the payment of a small sum to save you 
from a large loss. This is true of fire, au- 
tomobile, accident and other forms of in- 
surance. Your house may be worth $10,000 
and your insurance premium be $100 per 
annum. In this case you are venturing 
the equivalent of one point on 100 shares 
in order to prevent a loss of the equivalent 
of 100 points. Look upon your stop orders 
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in the same light, and if you have any 
doubt as to their value, glance over the 
record of your past transactions. There 
you will find perhaps the St. Paul or Union 
Pacific, Steel or Baldwin that you thought 
was cheap from fifty to seventy-five points 
above present prices, but which you are now 
carrying along in the hope that the price 
will recover some day and let you out even. 
Think how much you could have accom- 
plished with the money that is thus tied up, 
were it available in the bargain days that 
have since gone and may come again. The 
stop order is therefore insurance against 
frozen capital and lost opportunities in ad- 
dition to its other advantages. 

Harriman said, “To make money in the 
stock market, kill your losses.” Dickson 
G. Watts, James R. Keene, Chas. F. Dow 











THE USE OF STOP ORDERS 
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and hundreds of other successful operators 
followed the principle of stopping losses 
and letting profits run. 

Look around you and among all the 
people you know who trade or invest in se- 
curities, what percentage do you find fol- 
lowing this vital principle? A very small 
percentage. Did it ever occur to you that 
if you and your friends could grasp the im- 
portance of limiting your losses you might 
now be making money instead of losing it? 
Is not this the basis of success in your own 
business ? 


How the Merchant Stops a Loss 


The rules which apply to successful man- 
aging of a business apply to the stock mar- 
ket. Suppose you are carrying a line of 
goods that does not seem to be going, at a 
season of the year when there should be a 
great demand. You watch that line care- 






fully to see that it doesn’t run into even a 
small loss and finally when you have car- 
ried it to the point where it shows the like- 
lihood of loss you get rid of it. You do 
not carry it over until next year as you do 
not desire to have your capital tied up. You 
are satisfied to take a loss now and make 
your profit on another line. 

Why do people when they enter the stock 
market throw to the winds all the success- 
ful methods which they have learned to 
employ in their own line of business? When 
properly analyzed there is not such a wide 
difference between the two kinds of enter- 


prises, commercial and financial. The un- 
derlying principles are the same. Supply 
and demand regulate prices. The best 


goods are in greatest demand, the poorest 
are least desired. The stocks and bonds 
on the list are merely goods on the shelves 
of corporations, bankers and brokers. 

Bonds represent those staple goods 
which in norme] times have limited price 
fluctuations, and for which there is always 
a demand, while the risk of carrying them 
is very limited. As we progress through the 
various kinds of goods and commodities to 
those of more highly fluctuating character, 
the risk of handling increases, just as it 
does when one deals in the more speculative 
stocks. For example, raw rubber, shellac, 
linseed oil are not the kind of commodities 
that one should load up with at almost any 
stage in their violent fluctuations. But the 
very men who are familiar with the dangers 
involved in such transactions call up their 
biokers and give orders to buy or sell highly 
speculative securities on a tip or an im- 
pulse or an impression. 

What Experience Teaches 


Experience teaches us what is best in 
every form of endeavor. The question is: 
shall we follow the experience of those who 
have been successful or those who have 
failed? To ignore the use of stop orders is 
to follow the unsuccessful crowd, by far the 
majority. But if we limit our risk in each 
and every transaction which is entered into 
for the purpose of deriving a profit from 
the fluctuations, we thereby emulate the suc- 
cessful few and benefit in the following 
ways: 

(1) Our judgment will be clearer be- 
cause the amount ventured will be but a 
small proportion of the capital employed. 
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(2) This capital will always be avail- 
able because no transaction will have to be 
carried along for an indefinite period. Bar- 
gains and rare opportunities can always be 
taken advantage of. 

(3) Profits can be protected by moving 
the stop as the market swings in our favor. 
(4) We are enabled to deal in larger lots 

than would otherwise be the case. 

(5) We systematically control our losses, 
and thus pave the way to securing an aver- 
age profit. 





The practical use of stop orders is best 
illustrated by the graph herewith. There 
are detailed explanations in “Studies in 
Tape Reading,” “The Business of Trading 
in Stocks,” “Fourteen Methods of Operat- 


ing in the Stock Market.” Some of the 
finer points will be explained by one of 
our staff in subsequent issues. 





Mr. Wycxorr’s Next ARTICLE WILL 
Be THe IMPRACTICABILITY OF TRADING 
ON THE NEws. 
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Present Position of the Market 


Importance of Recent Quotations and Their Bearing on 
Future Course of Prices 





“By THOS. L. SEXSMITH 





NE of the most important factors 
which the operator in the stock 
market must take into consider- 
ation is the current position of 

prices with regard to former turning points. 
Old “tops” and “bottoms,” so-called, mark 
the poles of prices, and the distances between 
these poles may be described as the latitude 
of the market. Not that there are any rigid 
rules governing the course of prices, or any 
fixed limits to their movements in either 
direction. But so far as records show, no 
bull market has ever started from a price 
level approximating former record high 
points, nor any bear market from levels cor- 
responding to former low records. 

At the present time there is a great dif- 
ference of opinion regarding the future 
course of the market. Many adhere to the 
opinion that the movement which began 
late in December, and which is still on, 
constitutes the first step forward of a new 
bull market which will gradually develop 
in strength and public following until the 
usual boom stage is reached. Others can- 
not see this side of the picture at all, main- 
taining that the present activity is simply 
a normal recovery from the excessive de- 
pression of last fall, and that once its pur- 
pose has been accomplished, the market 
will again subside into reaction. 


Bull Market or Rally, Which? 


In support of the former opinion it has 
been said that the market was heavily over- 
sold last fall prior to its reaching the turn- 
ing point. The large speculative interest 
built up during the bull markets of the two 
previous years had been practically elim- 
inated by the severe decline which had 
brought average prices down into pre-war 
levels, and even investors, alarmed by the 
persistency of the decline and unnerved by 
apprehension for the future, had thrown 
over great quantities of stocks. Who, un- 
der the circumstances, it was argued, but 
the strongest of market interests, would buy 
stocks at such times? Therefore, it was 
assumed that stocks had passed into strong 
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hands again, and that once the price tend- 
ency started upward there would be no real 
stopping it until the ownership of stocks 
was again lodged in less stable hands. 

As far as average prices are concerned, a 
condition somewhat similar to the present, 
and one which may be cited in confirma- 
tion of the theory given above, existed early 
in the year 1908. Like 1915 and 1916, the 
years 1905 and 1906 had been years of 
great bullish activity, and a huge distribu- 
tion of stocks at record high prices had 
taken place. 

Early in 1907 a violent decline set in, 
ending in the famous panic of that month. 
Advances which had required the best part 
of three years to attain were destroyed in 
three months. Then, after making some 
show of resistance to the downward press- 
ure during the summer months, just as hap- 
pened again in the summer of 1917, a 
further ‘severe decline started in in-the fall, 
ending in the famous “November Panic” 
of 1907. There was a period of stagnation 
and hesitancy early in the next year, but 
soon a new upward movement gained head- 
way, and did not stop until eighteen 
months later. By the middle of 1909 aver- 
age prices were again well up into the high 
levels of 1905-1906. 

How 1907 Differs from 1917 

Having given the points of similarity in 
the market situations of then and now, it is 
only fair to note the items of contrast. 
Chapters might be written on the state of 
fundamental conditions during the two pe- 
riods, but the fact that we are now at war 
and we were then at peace seems to destroy 
the value of taking fundamental factors 
into consideration. One is at a loss to find 
a leavening measure to neutralize the two 
widely different conditions of a nation at 
war and in peace. It does not exist, per- 
haps. 

On the theory, then, that the market it- 
self is the surest and most impartial judge 
of fundamental conditions, expressing their 
influences by its current course, we must go 
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to the market for enlightenment. One of 
the soundest theories of price movement, 
and one most often borne out in actual 
practice, is the theory of half-way reactions 
against the dominant trend. Throughout 
the bear market of 1907,-there was no such 
half-way recovery, the betterment during 
the summer months which followed the ter- 
rific break in the spring, falling far short 
of the half-way point between the high of 
the fall of 1906 and the low of March, 
1907. 


A Yard-Stick for Reactions 


A major movement in either direction 
may be said to continue until such time as 
a reaction in an opposite direction exceeds 
the half-way point between former highs or 
lows. Any movement against the main 
trend which could develop sufficient force 
to carry materially beyond the normal point 
of reaction would give evidence that a new 
dominant trend direction had displaced the 
old. Has this yet occurred so far as we are 
concerned with the present market? 

The Dow-Jones averages of 20 industrial 
stocks made-a record high at 110.15, in 
November, 1916. In February, 1917, these 
averages were down to 87.01, a decline of 
23.14. A recovery of one-half this loss 
would require rally to 98.58. By June, 
1917, the averages had rallied to 99.08, 
about one-half point beyond the normal re- 
covery, and there was then begun the long 
decline to the lows of last December. This 
latter low was at 65.95, the decline from 
June amounting to 33.13 points. 


Another half-way recovery from the De- 
cember lows would call for a rally to 82.51. 
On February 19, these averages closed at 
82.08, which was the highest closing figure 
attained on the movement to the date of 
writing, and since that date the tendency 
has been downward. On the showing so 
far one is justified in the opinion that no 
new upward movement has as yet begun in 
the market, and any further weakening of 
the market generally would go a long way 
in confirming that conclusion. 


Some Significant Factors 


Other considerations, such as the failure 
of certain prominent stocks to maintain the 
advance after the first few days, the ap- 
parent over-zeal of pool managers to mark 
up the price of their specialties, and the 
plainly marked tendency toward a falling 
off in volume of transactions as the ad- 
vance has been pushed into higher ground, 
all seem to indicate that the highs of the 
month of February have little prospect of 
being materially exceeded in the early 
future. 

What effect renewed prospects for an 
early peace might have on the market is 
another story, but, peace or no peace, what- 
ever stimulating influence that may be 
brought to bear upon the market in the 
future must be potent enough to carry the 
average market well above the critical 
figures before named, if we are to expect 
any long sustained bull market during the 
present year. 











SUGGESTIONS IN REGARD TO INQUIRIES 

The very heavy volume of inquiries which this publication is now receiving makes it nec- 
essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our 
readers. We therefore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
scriber sends in a long list of securities asking for an opinion on each. The careful manner in 
which the Investors’ Personal Service Department handles its inquiries makes it impossible te 
give such inquiries the immediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear the writer’s name 
and address. 

(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our readers, and 
those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a security or a subject 
we shall be pleased to submit an estimate of the special charge for such work. 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred into the 
Owner’s Name Before the Date of the Closing of the Company’s Books 











Ann. Last Books Ann. Last Books 
Rate Name Div’d Close Payable Rate Name Div’d Close Payable 
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7% Amer Locomotive p.. 1%% Q *Apr. 5 Apr. , e 

7% Amer Pub Service p. 1%% Q *Mar.22 Apr. $4 ee y et shes Mar. 30 a 15 

12% Amer Radiator com. 3 % Q Mar. 22. Mar. : N Y Chic & St L Ist - 2%% 8 July 

++». Amer Rad'’r com ex.w4 *Mar. 21 # Mar. N Y Transit rr A y 

.. Amer Radiator ....150 *Mar. 1 Mar. ’ ‘aa. 

. Amer Radiator ext. .ff1 *June 21 June ‘ ? 

Amer Type Foun sce. 2 *Apr. 10 Apr. —— ae, &. "7 — 

Oo Nova Sco S & C co . Apr. 


Calumet & Hecla...$10 *Feb. Mar. 
Canadian Pacific com. 2% *Mar. Apr. 
Case (J I) Thr Mch p 1% *Mar. Apr. 
. Centennial Cop Min.$1 *Mar. Mar. 
Central Leather p... 1% *Mar. -_ 
Chesebrough Mfg Con. 3 *Mar. 
. Chesebr’gh Mf Con ex *Mar. 


% Chicago & N W *Mar. Apr. 
. +4 *Mar. Apr. 6% Quaker Oats p , May 


*Feb. 2! Mar. 12% Quaker Oats com.... ° Apr. 
*Feb. 
*Mar. 
*Mar. 
*Mar. 
*Mar. 
*Apr. 
*Mar. 
*Mar. 
*Mar. 
*Mar. 2 
*Mar. 
*Mar. 
*Mar. 
*Mar. 
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Penn Water & Power . Apr. 
Pettibone-Mulliken 1 p . Apr. 
7% Pettibone-Mulliken 2 p 5 Apr. 
+++» Poole B & Mach ex. be Apr. 
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$4 Ray Consol Copper... J ‘ Mar, ¢ 
7% Republic I & Steel p ’ Apr. 


Se Ce 4 . 
on 6% Republic I & St’l com : May 


Serv Com ex.. 
Colo Fuel & Iron com 
Comp-Tab-Record ... 
Consol Gas EL& Pe 
Continental Can p.... 
Continental Can com.. 
Crucible Steel p 
Cuba Cane Sugar p... 
Cuban-Amer Sugar p. 
Cuban-Am Sugar com 


eRe SE 
RRRKRRFA 


30% St Joseph Lead % . 9 Mar. 2 
™ Saxon Motor Car Cor.Last payment 14% Apr. 
. Sears Roebuck & =. 

"Com. Ext. % *Mar. Apr. 
$1.00 Shattuck Ariz. Cop. ‘=. 25 Q *Mar. Apr. 
..-» Shattuck Ariz. Cop.B.$0.25 *Mar. Apr. 
6% Southern Pacific Co.. *Feb. Apr. 
4% South. Ry. Co. 0 

St, Cfs, 2.% Mar. Apr. 
*Apr. . $20.00 South Penn Oil. *Mar. Mar. 
* Apr. . . South Penn Oil "+6 *Feb. Mar. 
*Mar. "8% So Porto Rico Sug.p. 2 % Q *Mar. Apr. 
*Mar. ! Apr. .... Standard Oil (Cal.) B.33%% *Feb. Apr. 
*Apr. . .... Standard Oil (Ken.)E.$1.00 Mar. if Apr. 
*Apr. 3 Standard Oil (Ken.)S.$100.00 * Apr. May 
*Apr. $20.00 Standard Oil of N. J.$5.00 Q *Feb. Mar. 

$12.00 Standard Oil (N.Y.)$3.00 Q *Feb. Mar. 
$12.00 Standard .Oll (Ohio).$3.00 Q Mar. 1 Apr. 

... Standard Oil (Ohio) E.$1.00 Mar. Apr. 
"8% Swift & Co 2 %Q Mar. 
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Distillers Secur 

. Distillers Secur ex... 
Dominion Steel p.... 
Dominion Steel Cp. c¢. 
duP deN & Co deb stk 
duP deN & Co p.... 
duP deN & Co com.. 
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Eastman Kodak p ... 
Eastman Kodak com.. 
. Eastman Kodak ¢ ex. 74% 
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ff0.25 10% Texas Co. 2% *Mar. 


. Gas Will & Wig ex.. 
General Electric...... 2 % Q °Mar. 4 7% Tobacco Prod. Cor. p. 1%% Q *Mar. 
9 U 


% Goodrich (B F) p.... 1%% . 

s } bh 

Gait State, Becel tet 1% Z *M ‘ 7% Underw’d Typewr’, p. 1%% Q *Mar. 
Guif State Steel Ist p 14%% Q J ar. ; nm 

Gulf State Steel 24 p 1%% Q ‘*Mar. 1 Apr. o% ar mg ng e. mS ¢ — 

. *Mar. ° ‘ nion . % . 

Cue Eaahe Shock apes — @ . 10% Union Pacific, com....2%% Q *Mar. 

2 $5.00 Union Tank Line....$2.50 S Mar. 

ae Ue 2: rt , » 20 "3% United Drag Co, com. 14% Q *Mar. 

Haskell arker.... $0.75 Q °Mar. . .... United Gas Imp. Ex.2 % Mar. 

I 6% United Lgt & Ry.1p. 1%% Q *Mar. 

Inter Consol Corp p. 1%% Q *Mar. . 4% United Lgt & Rys.c.1 % Q *Mar. 

Inter Rapid Transit... 5 % Q Mar. q 6% United Paper Bd Co.p 1%% Q *Apr. 

% Internat’! Salt 1%% Q *Mar. . .... Un’td Ppr. B. Co. p ex.114% *Apr. 

Internat’] Silver p... 1%% Q *Mar. . 5% United States Steel c 14% Q Mar. 

..-. United States Stle.e 3 % Mar. 

*Mar. e $10.00 Utah Copper $2. *Mar. 

Ww 

— 8 ; ..+. West’house Air Brake. t20% *Mar. 

Maer. < ..«. Willys-Overland c. et.t5 % *Mar. 

Mar. 4 $6.00 Wolverine Cop. Min.$3.00 S *Mar. 

a. 7% Woolworth (F. W.) p 1%% Q *Mar. 

7% Worth Pump & Mchp.al%% Q *Mar. 

*June 6% Worth Pump & Mchp.b1%% Q *Mar. 
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10% Yale & Towne Mfg.. 24% Q *°Mar. 
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Jewel Tea p 
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Kelly-Spring Tire p.. 
Kennecott .Copper.. 

Kennecott Cop Cap Ds 
Kress (S H) p 
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Lake Torp Boat ist p 
Lehigh Val Coal — 
Liggett & Myers p.. 

Liggett & Myers c x 
Lorillard (P) com ex. 
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w Payable Second Liberty Loan Bonds. 
+ Payable in common stock. 
ff Payable to Red Cross. 
se Scrip. 
pe Dividend payable to stockholders of record of this 
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McKinley-Darragh 
Mackay Comp p 
Mackay Comp com.. 
Manhattan Elec ist p 
% Manhattan Elec 2d 4 
in Manhattan Elec com. 
7% Montgomery Ward p 
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